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34-10576 


IC-8152 Inc., et al. 


Capital Corporation of America, 


Administrative proceedings 
ordered on alleged antifraud and 
reporting violations in con- 
nection with quarter end “loan 
transactions” and reporting as a 
"Gain on Investments” from 
purported sale of property. 


LR-6177 


Midland Equity Corporation, et al. 


Preliminary injunction ordered 
against further violation of Com- 
mission’s inspection, visitation 
and record preservation pro- 


visions. 
LR-6178 


Cardiodynamics Inc., et al. 


Antifraud action instituted in 
case involving press release and 


insider transactions. 
IMC International, Inc. 


LR-6179 


Permanent injunction ordered 
against further violation of 
requirements to file periodic 
reports and reports of bene- 


ficial ownership. 


LR-6180 Robert L. Arata 


Injunctive action filed under 
registration and anti-fraud pro- 
visions. Case involves profit 
sharing agreements and invest- 
ment contracts in connection 
with commodities markets specu- 
lation - Receiver sought. 


LR-6181 


Carl Martin Brandenfels, et al. 


Former president of Northwest 
Guaranty Savings and Loan As- 


sociation pleads guilty in false C D 
case. 

Raywood Placers, Ltd., et al 
Complaint filed in registration and 
anti-fraud case involving limited 
partnership interests and stock. 

Seymour Pollack, et al. 

Pollack, Attorney Paul Sachs and 
William Cudd found guilty in Con- 
trol Metals Corporation case. 

Occidental Petroleum Corporation, 

et al. 

Registration and anti-fraud suit 
filed re disclosure concerning 
tanker fleet. 

Howard R. Hughes, et al. 

Hughes and four others indicted by 
Las Vegas federal grand jury on 
charges of stock manipulation and 
conspiracy in connection with Air 
West Airlines acquisition. 
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SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5448/December 27, 1973 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF COMMODITY RESOURCES INCOR- 
PORATED. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemp- 
tion from registration under the Securities Act of 1933 
with respect to a public offering of securities of Commo- 
dity Resources Incorporated (“Commodity”) of Denver, 
Colorado. J. Shapiro Co. of Minneapolis, Minnesota, was 
the named underwriter for the offering, which commenced 
on January 6, 1972, and was completed on January 31, 
1972. 


Pursuant to a notification filed on November 11, 1971, 
Commodity offered 245,000 shares of its $0.01 par value 
stock at $2.00 per share for an aggregate offering of 
$490.000. According to the order, the Commission has 
reason to believe that: (a) the offering circular of Com- 
modity contains untrue statements of material facts and 
omits to state material facts necessary in order to make 
the statements made, in light of the circumstances under 
which they were made, not misleading, particularly with 
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respect to, among other things, the use of proceeds of the 
offering, the fact that two officers of the issuer received 
from the issuer tracts of land at the expense of the issuer, 
the sale of real estate to a limited partnership of which an 
officer of the issuer was the promoter and general partner; 
and (b) the offering was made in violation of Section 17 
of the Securities Act of 1933, as amended. 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10572/December 21, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 (Exchange Act) the temporary suspension of over- 
the-counter trading in all securities of Sports International, 
Inc., a Utah corporation with offices located in Dallas, 
Texas, for a ten-day period commencing at 3:15 p.m. (EST) 
on December 21, 1973 and terminating at midnight (EST) 
on December 30, 1973. 


The suspension was initiated because of the unavailability 
of current adequate and accurate information concerning 
the company’s operations and financial condition and be- 
cause of questions raised relating to the recent market 
activity in Sports International’s securities. There also ap- 
pears to be uncertainties concerning the number of issued 
and outstanding shares of the company and the consider- 
ation received for certain of these shares. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quo- 
tation but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 
to to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 


If any broker or dealer enters any quotation which is in vio- 


lation of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10573/December 21, 1973 


302/SEC DOCKET 





cou 
The Securities and Exchange Commission announced pur- 


suant to Section 15(c) (5) of the Securities Exchange Act 
of 1934 (Exchange Act) the temporary suspension of over- 
the-counter trading in all securities of Portaforie Corpor- 







ation of Arizona (also known as Portafone Corporation), an Int 
Arizona corporation, with its principal offices located in Los fur’ 
Angeles, California, for a ten-day period commencing at for 
3:15 p.m., (EST) on December 21, 1973 and terminating at 
Midnight (EST) on December 30, 1973. Act 

ent 
The Commission initiated the trading suspension in the tior 
securities of Portafone Corporation because of the lack of vac 
current, adequate and accurate information concerning j 
company’s financial condition and because of questions IT | 
concerning the availability of the cordless telephone devices | ord 
which were to have been marketed by Portafone Corpor- Jan 
ation. 

For 
The Commission cautions broker-dealers, shareholders and vier 


prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 

available information and any information subsequently is- | 
sued by the company. 


1 
Furthermore, brokers and dealers should be alert to the vo 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 2/ 
may be entered unless and until they have strictly complied emt 


with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Securities and Ex- 









change Commission, Division of Enforcement in Wash- SEC 
ington, D. C. If any broker or dealer is uncertain as to ’ Rel 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- | Adr 
til such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If Int 
any broker or dealer enters any quotation which is in vio- 
lation of said rule, the Commission will consider the need ST. 
for prompt enforcement action. 801 
St. 
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SECURITIES EXCHANGE ACT OF 1934 DO} 
Release No. 10574/December 26, 1973 HEI 
KEI 
Admin. Proc. File No. 3-4328 
FIN 
In the Matter of | TIO 
JOHN E. SCHUMACHER | Int 
2841 28th Street char 
San Diego, California Sect 
Karl 
ORDER VACATING DEFAULT J.0 
) tives 
John E. Schumacher did not file a timely answer to the | othe 
order instituting these remedial proceedings against him. fa) ( 
Accordingly, an order issued making findings against him on Inve 
the basis of the allegations in the order for proceedings 1/ Inve 
and barring him from association with any broker or dealer. Con 
2/ Soon thereafter Schumacher wrote to the Commission lega 
stating that: resp 









1. His decision to default was made without the advice of 



















counsel; 
2. He was then unaware of the full import of a default; and 


3, He considers the allegations against him unfounded. 


In these circumstances it is appropriate to give Schumacher a 
further opportunity to answer the allegations in the order 
for proceedings and a hearing on the issues presented. 


Accordingly, 1T 1S ORDERED that the order heretofore 

entered herein barring John E. Schumacher from associa- 
tion with any broker or dealer be, and the same hereby is, 
vacated; and 


IT IS FURTHER ORDERED that his time to answer the 
order for proceedings be, and it hereby is, extended to 
January 15, 1974. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Pursuant to Rule 7(e) of the Commission’s Rules of 
Practice. 


2/ Securities Exchange Act Release No. 10510 (Nov- 
ember 20, 1973), 3 SEC Docket 68. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10575/December 26, 1973 


Admin. Proc. File No. 3-2832 
In the Matter of 


ST. LOUIS SECURITIES, INC. 
8011 Clayton Road 

St. Louis, Missouri 

(811791) 


KARL H. REHBERG 
DORSETT H. GANT 
HENRY J. OLLINGER 
KENNETH J. THAMS 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, settlement offers were submitted by St. Louis 
Securities, Inc. (“registrant”), a registered broker-dealer, 
Karl H. Rehberg, its president, and Dorsett H. Gant, Henry 
J. Ollinger, and Kenneth J. Thams, registered representa- 
tives. Solely for the purpose of these proceedings and any 
other proceedings pursuant to Sections 15(b), 15A and 19 
(a) (3) of the Exchange Act, Section 10(b) of the Securities 
Investor Protection Act, Sections 203(e) and 203(f) of the 
Investment Advisers Act and Section 9(b) of the Investment 
Company Act, and without admitting or denying the al- 
legations contained in the order for proceedings as amended, 
respondents consent to findings of misconduct as alleged in 





such order and to the imposition of specified remedial sanc- 
tions. Upon the recommendation of its staff, the Com- 
mission determined to accept the offers. 


On the basis of the order for proceedings as amended and 
the settlement offers, it is found that: 


1. During the period from about November 24, 1969 to 
October 27, 1971, respondents willfully violated Sections 
5(a) and 5(c) of the Securities Act in that they offered, 
sold and delivered common stock of Sierra del Oro, Inc. 
(“Sierra”) when no registration statement under that Act 
had been filed or was in effect as to such stock. 


2. During the same period, respondents willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in connection with 
the offer, sale and purchase of Sierra stock. Respondents con- 
trolled the market for the stock, arbitrarily determining 

and maintaining its price at a level which had no reasonable 
relationship to its actual value. They purchased the stock at 
prices far below the levels they artificially maintained from 
persons engaged in an unlawful distribution, and then sold 

it to customers, reaping excessive and undisclosed profits. 

In addition, respondents made material misrepresentations 
concerning, among other things, the prices they paid and 
charged for Sierra stock, its source, the existence of a bona 
fide independent market for the stock, the likelihood of its 
doubling in value in six to twelve months, the amount of the 
stock beneficially owned by Sierra’s officers and directors, 
Sierra‘s financial condition, and the interrelationship bet- 
ween registrant, Sierra and Sierra’s officers, directors and 
shareholders. 


3. During the same period, registrant, willfully aided and 
abetted by Rehberg, willfully violated Section 15(c) (1) of 
the Exchange Act and Rule 15c1-8 thereunder in that, while 
registrant was participating and financially interested in a 
distribution of Sierra stock, its customers were told that 

the stock was being offered to them “at the market” or 
prices related thereto when there were no reasonable 
grounds to believe that a market for the stock existed other 
than the one controlled by registrant. 


4. At various times during the period from about November 
24, 1969 to February 10, 1971, registrant, willfully aided 
and abetted by Rehberg, willfully violated: (a) Section 

15(c) (3) of the Exchange Act and Rule 15c3-1 thereunder 
by effecting securities transactions when its aggregate indebt- 
edness to all other persons exceeded 2000% of its net capital 
and it did not have and maintain net capital of at least 
$5,000; (b) Section 15(c) (2) of the Exchange Act and Rule 
15c2-1 thereunder by hypothecating securities carried for 
customers’ accounts under circumstances in which the 
securities were commingled with securities carried for the 
accounts of persons other than bona fide customers under a 
lien for a loan to registrant; (c) Section 7(c) (1) of the Ex- 
change Act and Regulation T thereunder promulgated by 
the Board of Governors of the Federal Reserve System by 
failing to comply with the requirements governing the 
extension of credit to customers; (d) Section 15(b) of the 
Exchange Act and Rule 15b3-1 thereunder by failing to 

file promptly amendments to its registration form reflecting 
changes in its address, its officers and directors, and in the 
ownership of its stock; and (e) Section 17(a) of the Ex- 
change Act and Rules 17a-3 and 17a-5 thereunder by failing 
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to make accurately and keep current certain books and 
records, and to file a timely report of financial condition 
for 1970. 


The offers of settlement provide that registrant's broker- 
dealer registration may be revoked, and that Rehberg and 
Gant may be barred from association with any broker- 
dealer, investment adviser or investment company. Rehberg, 
after two years from the date hereof, and Gant, after one 
year, may apply for permission to become associated with 

a broker-dealer in a supervised capacity upon an appropriate 
showing of adequate supervision. The offers further pro- 
vide that Ollinger and Thams may be suspended from en- 
gaging in the securities business for respective periods of 

90 and 60 days. Their respective suspensions will not 
terminate, however, until each files an affidavit with the 
Commission’s St. Louis branch office verifying that he 

was not engaged in the securities business during the period 
of his suspension. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of settlement. 


Accordingly, 1T IS ORDERED that the registration as a 
broker and dealer of St. Louis Securities, Inc. be, and it 
hereby is revoked; that Karl H. Rehberg and Dorsett H. 
Gant be, and they hereby are, barred from being associated 
with any broker-dealer, investment adviser or investment 
company, except that Rehberg, after two years, and Gant, 
after one year, may apply for permission to become 
associated with a broker-dealer in a supervised capacity 
upon an appropriate showing to the Commission that the 
supervision will be adequate; and that Henry J. Ollinger 
and Kenneth J. Thams be, and they hereby are, suspended 
from engaging in the securities business for 90 and 60 days 
respectively, with the proviso that their respective suspen- 
sions will not terminate until each files an affidavit with the 
Commission’s St. Louis branch office verifying that he was 
not engaged in the securities business during the period of 
his suspension. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10576/December 27, 1973 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8152/December 27, 1973 


The Securities and Exchange Commission has ordered public 
administrative proceedings under the Securities Exchange 
Act of 1934 (Exchange Act) and the Investment Company 
Act of 1940 (1940 Act) against Capital Corporation of 
America, Inc., Barton M. Banks, Martin M. Newman, 
Rudolph Palitz & Co. and Harvey B. Spiegel, all of 
Philadelphia, Pennsylvania. 


Capital Corporation of America, Inc. (CCA) is registered 
with the Commission as a management, closed-end, non- 
diversified investment company and is also a small business 
investment company licensed under the Small Business 
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Investment Act of 1958. Barton M. Banks (Banks) and 
Martin M. Newman (Newman) are directors of CCA and its 
president and vice president, respectively. Banks is also an 
attorney. Rudolph Palitz & Co. (Palitz & Co.) is CCA's 
certified public accountant whose partner-in-charge of 
CCA's audit until February 1972 was Harvey B. Spiegel 
(Spiegel). 


The proceedings are based upon allegations of the Com- 
mission’s staff that these respondents, directly and 
indirectly, variously engaged in acts, practices and trans- 
actions which violated the Federal securities laws. 


More particularly, it is alleged that from March 1967 to 
December 1972, CCA, Banks, Newman, Palitz & Co. and 
Spiegel variously violated and aided and abetted violations 
of the anti-fraud provisions of the Securities Act of 1933 
and the Exchange Act in connection with a series of 
calendar quarter-end “loan transactions” whereby CCA 
borrowed large sums of money from certain banks on or 
about the last day of CCA’s calendar quarter and repaid 
such sums on or about the first banking day of the next 
calendar quarter for the purpose of inflating CCA’s cash 
position. 


It is further charged that CCA, Banks, Newman, Palitz & 
Co. and Spiegel violated and aided and abetted violations of 
these anti-fraud provisions from 1969 to 1971 in connection 
with the reporting of over $90,000 as “Gain on Invest- 
ments” resulting from the purported “sale” of property 

by CCA which the staff alleges was not a bona fide sale 
transaction. It is further alleged that since March 1967 

to the present, CCA, Banks and Newman offered and 

sold CCA common stock through the use of prospectuses 
which were materially false and misleading in that such 
prospectuses overstated net proceeds and underestimated 
expenses relating to such offering. 


It is also alleged that respondents caused reports and pro- 
spectuses to be filed with the Commission and transmitted 
to shareholders of CCA which were false and misleading 
concerning the acts, practices and transactions outlined 
above in violation of the false filing prohibitions of the 
1940 Act. 


Finally, the staff alleges that from at least March 1967 to 
the present, Barton M. Banks violated the provisions re- 
lating to the transactions by affiliated persons of the 1940 
Act in connection with receipt by him of certain fees paid 
by companies which borrowed money from CCA at a time 
when Banks was CCA‘s president and responsible for deci- 
sions relating to these borrowings. 


A hearing will be scheduled by further order to take evi- 
dence on the staff's charges and afford the respondents an 
opportunity to offer any defenses thereto, for the purpose 
of determining whether the allegations are true and, if so, 
whether any action of a remedial nature is necessary or 
appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10577/December 28, 1973 
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Admin. Proc. File No. 3-4340 






in the Matter of 





DOORES SECURITIES CORP. 
New York, New York 


DAVID WEISS 
Staten Island, New York 
(815633) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


‘ |nthese proceedings under the Securities Exchange Act, an 
offer of settlement was submitted by Doores Securities 
Corp., a registered broker-dealer (“registrant”), and David 
Weiss, the president and sole share-holder of registrant. 
Solely for the purpose of these proceedings pursuant to 
Sections 15(b) and 15A of the Exchange Act and Section 
10(b) of the Securities Investor Protection Act, and with- 
{ out admitting or denying the allegations in the order 

for proceedings, respondents consent to findings of 

willful violation as alleged in such order and to the 

imposition of certain sanctions. 


f Upon the recommendation of its staff, the Commission 

yy) | determined to accept the settlement offer. On the basis of 
the order for proceedings and the settlement offer, it is 
found that: 


1. During the period from about July 20, 1972, to on or 
about August 31, 1972, registrant willfully violated and 
i Weiss willfully aided and abetted violations of Section 
15(c) (3) of the Exchange Act and Rule 15c3-1 there- 
under, in that registrant effected securities transactions 
otherwise than on a national securities exchange when its 
aggregate indebtedness to all other persons exceeded 
2000% of its net capital and it did not have and 
maintain net capital of at least $5,000. 


2. During the period from about July 7, 1972, to on or 
about August 31, 1972, registrant, willfully aided and 
abetted by Weiss, willfully violated Section 17(a) of the 
Exchange Act and Rules 17a-3, 17a-4, and 17a-11 there- 
under in that it failed (i) to make accurately, keep current 
and preserve certain books and records; (ii) to give timely 


) telegraphic notice of its net capital deficiency; and (iii) 
| to file requisite reports of its financial condition and of 
. what steps were being taken to correct its record keeping 


insufficiencies. 


3. During the same period registrant, willfully aided and 

abetted by Weiss, willfully violated Section 10(b) of the 

Exchange Act and Rule 10b-5 thereunder in that it 
; offered, sold and purchased securities for customers by 
means of false and misleading statements and engaged in 
acts and practices which operated as a fraud and deceit 
upon its customers by accepting orders for the purchase 
and sale of securities when it was incapable of effecting 
Prompt consummation and insolvent. 


4. A trustee for registrant was appointed by the United 
States District Court for the Southern District of New 
York, on August 31, 1972, pursuant to Section 5(b) of the 
Securities Investor Protection Act. 









The offer of settlement provides that registrant’s broker- 
dealer registration may be revoked for all purposes except 
such transactions and activities as are necessary for its 
liquidation by the SIPC trustee, and that Weiss may be 
barred from association with a broker-dealer, investment 
adviser or investment company, provided that after a 
period of two years, Weiss may apply to the Commission 
to become associated with a broker-dealer in a non-super- 
visory and non-proprietary position. 


In view of the foregoing, it is in the public interest to 
impose the sanctions in the offer of settlement. 


Accordingly, 1T 1S ORDERED, that the registration as a 
broker and dealer of Doores Securities Corp. be, and it 
hereby is, revoked and that David Weiss be, and he hereby 
is, barred from association with any broker-dealer, invest- 
ment adviser or investment company with the proviso, how- 
ever, that he may after two years apply to the Commission 
for leave to become so associated in a non-supervisory, non- 
proprietary capacity. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10578/December 27, 1973 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter and ex- 
change trading in the securities of Giant Stores Corp. 
(“Giant”) of Chelmsford, Massachusetts, will terminate at 
midnight (EST) January 1, 1974. 


The Commission initiated the trading suspension in the 
securities of Giant on April 27, 1973 because of the un- 
availability of adequate and accurate financial information 
concerning the company and because of indications of 
possible record keeping irregularities in connection with 
the preparation of Giant's financial statements for fiscal 
years ended January 29, 1972 and February 3, 1973. 


The American Stock Exchange halted trading in the securi- 
ties of Giant on April 25, 1973. The halt continues to date. 


Giant, on May 23, 1973, announced that Touche, Ross & 
Co., Giant's independent auditors, withdrew its opinion on 
Giant's financial statement for the year ended January 29, 
1972. 


Giant has not filed with the Commission its annual report 
on Form 10-K for the year ended February 3, 1973. 


On December 26, 1973, Giant mailed a letter to its share- 
holders, which states, among other things, that on August 
17, 1973 Giant filed in the United States District Court 
for the District of Massachusetts a petition under Chapter 
XI! of the Bankruptcy Act; that three supervisory receivers 
(Messrs. William Looney, Charles Bartlett and John F. 
Collins) were appointed and a creditors’ committee was 
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organized; and that because of large losses from operations, 
lack of working capital and Giant's inability to find any new 
sources of working capital, the company liquidated many of 
its assets and reduced its business to five retail catalogue 
showrooms in New Jersey, which are operated under a 
management contract with an independent retailer. 


The letter further states that as of December 12, 1973, 
Giant had unsecured indebtedness of approximately 
$46,500,000; and that, since the company’s assets will pay 
only a small portion of the amount due creditors, the 
company’s proposed plan of arrangement with creditors, 
based upon the five operating catalogue stores, will 

result in nothing being available for Giant’s stockholders. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himse!f with said 
rule and is certain that all of its provisions have been 

met. If any broker or dealer enters any quotation which is 
in violation of said rule, the Commission will consider the 
need for prompt enforcement action. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18230/December 21, 1973 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 
(70-5433) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Georgia Power Company 
(“Georgia”), an electric utility subsidiary company of The 
Southern Company (“Southern”), a registered holding 
company, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 ("Act"), designating Section 6(b) of the Act and 
Rule 50 promulgated thereunder as applicable to the fol- 
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lowing proposed transaction. All interested persons are 
referred to the application, which is summarized below, 
for a complete statement of the proposed transaction. 


Georgia proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
up to $150,000,000 principal amount of its First Mortgage 
Bonds ("Bonds”), % Series, having a term of not less 
than 5 years and no more than 30 years. Georgia will 
decide on the terms of the Bonds prior to the filing of the 
registration statement. The interest rate (which shall be 
multiple of 1/8%) and the price, exclusive of accrued 
interest, to be paid to Georgia (which shall be not less 
than 99% nor more than 102-%% of the principal amount 
thereof) will be determined by the competitive bidding. 
The Bonds will be issued under an Indenture, dated as of 
March 1, 1941, between Georgia and Chemical Bank, as 
Trustee, as heretofore supplemented and as to be further 
supplemented by a Supplemental Indenture to be dated as 
of January 1, 1974, which includes a prohibition until 
January 1, 1979 against refunding the Bonds with the pro- 
ceeds of funds borrowed at a lower effective interest cost. 





Georgia proposes to use the proceeds from the sale of the | 
Bonds together with: (1) cash contributions to capital of 
$140,000,000 by Southern during 1974 ($36,500,000 of 
which was heretofore authorized by Commission Order 
dated December 26, 1972, HCAR No. 17824) (2) cashon |} 
hand in excess of operating requirements, interest and divid- 
ends, to finance its 1974 construction program (estimated 

at $504,244,000), to pay short-term promissory notes pay- 
able in the form of bank notes and commercial paper 

notes incurred for such purpose, and for other lawful pur- 
poses. Additional financing of $320,000,000 will be re- 
quired during 1974, and will be obtained through the 
issuance of securities in types and amounts to be deter- 
mined, subject to Commission authorization. 


Georgia states that as of December 5, 1973, it will receive 
funds from the Development Authority of Bartow County, 
Georgia, under arrangements authorized by Commission 
Order dated September 12, 1973 (HCAR No. 18088), for 
the construction of certain of Georgia’s pollution control 
facilities. In addition, Georgia is endeavoring to arrange ! 
for additional funds to be made available to the extent 
possible to cover costs of construction of certain other 
pollution control facilities through the issuance by public 
authorities of tax-exempt revenue bonds. To the extent 
that funds become available for such purposes from such 
sources in 1974, Georgia would expect to be able to reduce, 
by a like amount, the amount of its additional financing 
referred to above. 


It is stated that the Georgia Public Service Commission has 
jurisdiction over the proposed issuance and sale of the Bonds 
by Georgia. No other State or Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. A statement of the fees and expenses to be 
incurred in connection with the proposed transaction will be 
supplied by amendment. ) 


NOTICE IS FURTHER GIVEN that any interested person mé 
not later than January 10, 1974, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro 
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should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in 

case of an attorney-at-law, by certificate) should be 

filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules, as pro- 

vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who re- 

quest a hearing or advice as to whether a hearing is ordered 
will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18231/December 27, 1973 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


THE ROCKY RIVER REALTY COMPANY 
Berlin, Connecticut 
(70-5426) 


ORDER AUTHORIZING ISSUE AND SALE OF SUB- 
ORDINATED UNSECURED NOTES BY NON-UTILITY 
SUBSIDIARY TO PARENT HOLDING COMPANY 


Northeast Utilities (”"Northeast”), a registered holding com- 
pany, and The Rocky River Realty Company (“Rocky 
River”), a non-utility subsidiary of Northeast, have filed an 
application-declaration with this Commission pursuant to 
Sections 6, 7, 9, 10, and 12(b) of the Public Utility Hold- 
ing Company Act of 1935 ("Act”) and Rules 43, 45(b) (1) 
and 50(a) (3) promulgated thereunder regarding the fol- 
lowing proposed transactions. 


The Commission has by order dated September 25, 1973, 
authorized Rocky River to purchase 24 acres of improved 
realty in Newington, Connecticut, and to lease it to North- 
east Utilities Service Company (Holding Company Act Re- 
lease No. 18102). As a part of the purchase negotiations, 
Rocky River represented to the sellers that the purchase 
money note for $441,962.67 delivered by Rocky River 
would be paid at maturity out of funds borrowed from 
Northeast. 


In order to pay the aforesaid purchase money note, which 









vert; or he may request that he be notified if the Commission matures January 2, 1974, and, additionally, to provide 


Rocky River with funds for capital expenditures over the 
next five years in connection with the acquired facilities, 
Rocky River now proposes to issue and sell, and Northeast 
proposes to purchase, five-year subordinated unsecured 
notes ("Notés”) in an aggregate amount not to exceed $1.5 
million outstanding at any one time. 


Said Notes will mature five years from the date of original 
issue, will bear interest at a rate of one-quarter of one per- 
cent (%%) above the commercial bank prime rate for short- 
term loans in effect on the date of issue, and adjusted 
thereafter to reflect any changes thereto, will be prepayable 
at any time without penalty, and will be subordinated to 
Rocky River’s outstanding first mortgage bonds, to its 
30-year unsecured notes and to any other outstanding 
borrowings from persons other than Northeast and its sub- 
sidiaries. The application-declaration states that the Notes 
will be repaid within five years from the proceeds of long- 
term financing, the nature and amount of which has not 
been determined. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18194), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application-declaration be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration be, and it hereby is, granted and permitted to be- 
come effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18232/December 27, 1973 


In the Matter of 


MICHIGAN POWER COMPANY 

AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 

(70-4538) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 


SALE OF NOTES TO BANKS BY SUBSIDIARY COM- 
PANY AND OPEN ACCOUNT ADVANCES BY HOLD- 
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ING COMPANY 


American Electric Power Company, Inc. (“AEP”), a regis- 
tered holding company, and its public-utility subsidiary 
company, Michigan Power Company (“MPC”), have filed 
with this Commission, pursuant to Sections 6(a), 7, and 
12(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 45 promulgated thereunder, an eighth 
post-effective amendment to the declaration in this 
matter regarding the following proposed transactions. 


In prior orders in this proceeding, MPC has been authorized 
to make borrowings from time to time prior to December 
31, 1973, from the National Bank of Detroit (“National”) 
and the First National Bank of Canton (“Canton”) in an 
aggregate amount not to exceed $4,000,000 outstanding at 
any one time. The maximum amounts of such borrowings 
outstanding at any one time are to be $4,000,000 from 
National and $1,250,000 from Canton; however, in no 
event is the aggregate amount of such borrowings to exceed 
$4,000,000 outstanding at any one time. The Commission 
has also authorized AEP to make open-account advances to 
MPC up to $12,000,000 outstanding at any one time. Such 
advances are to be repaid on or before December 31, 1973, 
provided that advances are not to be repaid before the 
preferred stock of MPC retired (Holding Company Act Re- 
lease Nos. 15872 (October 10, 1967), 16051 (May 2, 
1968), 16383 (May 26, 1969), 16559 (December 16, 
1969), 16880 (October 28, 1970), 17405 (December 21, 
1971), 17508 (March 23, 1972), and 17783 (November 
29, 1972)). 


The eighth post-effective amendment requests authori- 
zation for an extension from December 31, 1973, to De- 
cember 31, 1974, of the time in which MPC may have its 
notes to National and Canton outstanding and of the time 
for repayment of the open-account advances from AEP, 
provided that the advances will not be repaid before the 
preferred stock of MPC has been retired. It is also re- 
quested that the maximum amount to be borrowed from 
Canton be increased from $1,250,000 to $1,400,000. 


The proposed notes to National and Canton will not exceed 
$4,000,000 outstanding at any one time, will be dated as of 
the date of the borrowing, and will mature in not more 
than 270 days from the date of issuance or reissuance 
thereof. The notes will bear interest at a rate per annum 
equal to the prime credit rate in effect from time to time at 
the lending bank and will be prepayable, in whole or in 
part, at any time by MPC, without premium or penalty. It 


is stated that sufficient bank balances to meet operating and 


financial needs are generally kept at National and Canton, 
so that no additional balances will, generally be required 

in connection with the borrowings. If the average of 

such balances were maintained solely in order to fulfill pre- 


vailing compensating balance requirements of approximately 


20%, the effective interest cost to MPC of the issuance and 
sale of the notes would be approximately 12.5% based on 
the general prime commercial credit rate of 10%. 


The proceeds from the notes to National and Canton and 
the open-account advances are required by MPC in con- 
nection with its construction program, which for the year 
1974 is expected to amount to approximately $5,000,000 
to pay bank loans the proceeds of which were used in con- 
nection with past expenditures in connection with MPC’s 
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construction program, and for other corporate purposes. 
MPC states that the open-account advances will be repaid 
with a portion of the proceeds to be realized by MPC in 
connection with the divestment by MPC of its gas assets and 
that the bank loans will be repaid from internal cash sources 
or the issuance of such securities by MPC as the Com- 
mission may authorize. 


No fees or commissions are to be incurred in connection 
with the proposed transactions, and no state commission or 
federal commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said post-effective amendment to 
the declaration has been given in the manner prescribed in 
Rule 23 promulgated under the Act (Holding Company 
Act Release No. 18191), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended 
by said post-effective amendment, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendment, be, and it 
hereby is, permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. The order herein does not authorize 
MPC to repay the open-account advances from AEP without 
MPC first retiring its preferred stock. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18233/December 28, 1973 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 
(70-5439) 


NOTICE OF PROPOSED AGREEMENT WITH IN- 
DUSTRIAL DEVELOPMENT AUTHORITY FOR CON- 
STRUCTION OF POLLUTION EQUIPMENT FINANCED 
BY SALE OF REVENUE BONDS; EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Alabama Power Com- 
pany (“APCO”), an electric utility subsidiary company of 
The Southern Company, a registered holding company, has 
filed an application and an amendment thereto with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 ("Act”), designating Sections 6(b) and 
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9(a) of the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to said amended application, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


APCO is currently constructing an electric generating plant 
located at the site of the existing facilities of Southern E- 
lectric Generating Company, near Wilsonville, Alabama. The 
facility is expected to be operational in May, 1974. In 

order to comply with environmental control standards with 
respect to air and water quality, APCO has and will under- 
take to construct certain facilities (“Project”) solely for 

this purpose. The total cost of the Project is presently esti- 
mated not to exceed $23 million. 


To finance the Project, APCO proposes to enter into an In- 
stallment Sale Agreement (”Agreement”) with The In- 
dustrial Development Board of the Town of Wilsonville, 
Alabama (“Board”), which will provide for the acquisition, 
construction and equipping of the Project by the Board, 
and the issuance by the Board, pursuant to an indenture 
(“Indenture”) to be entered into between the Board and an 
indenture trustee (”Trustee”), of its pollution control 
revenue bonds ("Pollution Bonds”) in an amount not to 
exceed $23 million. The proceeds of the sale of Pollution 
Bonds wil! be deposited by the Board with the Trustee and 
will be applied to the payment of the cost of construction 
(as defined in the Agreement) of the Project. 


It is further proposed, and the Agreement provides, that 
the Project will be sold to APCO, the purchase price to be 
paid in semi-annual installments over a period of 30 years. 
The purchase price shall be in an amount sufficient to pay 
the principal and interest on the Pollution Bonds as such 
amounts become due and payable. APCO may prepay the 
purchase price (a) in whole or in part, at APCO’s option, at 
any time after ten years from the date of issuance of the 
Pollution Bonds, subject to payment of a premium equal to 
3% of the principal amount in the eleventh year and de- 
clining thereafter by % of 1%, and (b) in whole, at APCO’s 
option in certain other specified instances without pre- 
mium., 


In order to obtain the benefit of a rating for the Pol- 

lution Bonds equivalent to the rating enjoyed by the first 
mortgage bonds outstanding under APCO’s bond in- 

denture (“Mortgage”), APCO proposes to issue a series of 
such first mortgage bonds (“Collateral Bonds”) under 

the Mortgage, pursuant to a supplemental indenture 
("Supplemental Mortgage”). The Collateral Bonds, to be 
issued in a principal amount (not exceeding $23 million) 
equal to the principal amount of the Pollution Bonds, will 
be deposited with the Trustee as security for APCO’s obli- 
gations under the Agreement. The Collateral Bonds will 
have a stated interest rate equal to the interest rate per 
annum to be borne by the Pollution Bonds, will mature on 
the maturity date of such Pollution Bonds, and will be non- 
transferable. The Supplemental Mortgage will provide, how- 
ever, that until the Trustee shall have demanded mandatory 
redemption of the Collateral Bonds, no interest in respect 
of the Collateral Bonds shall accrue or become payable, but 
that upon acceleration of Pollution Bonds then outstanding 
by the Trustee, he may demand the mandatory redemption 
of the Collateral Bonds at a price equal to the principal 
amount thereof plus accrued interest, if any, to the date 





fixed for redemption. 


The Indenture will provide that, upon deposit of funds with 
or direction to the Trustee by APCO to apply available funds, 
or upon delivery of outstanding Pollution Bonds sufficient 

to pay or redeem all or any part of the Pollution Bonds, the 
Trustee will be obligated to deliver to APCO Collateral 

Bonds in an aggregate principal amount equal to that 

amount of Pollution Bonds for the payment or redemption 
of which such funds have been deposited or applied or 

which shall have been so delivered. 


It is stated that the Pollution Bonds are expected to be mar- 
keted pursuant to arrangements among the Board and The 
First Boston Corporation, Goldman, Sachs & Co., Incorpo- 
rated and Sterne, Agee & Leach, Inc. In accordance with 
the laws of the State of Alabama, the interest rate thereon 
will be fixed by the Board, and the terms and sale of the 
Pollution Bonds must be satisfactory to APCO, although 
APCO will not be a party to the underwriting arrangement. 
The terms of the Pollution Bonds contain sinking fund pro- 
visions, which, in the aggregate, will retire at least twenty- 
five percent of the original issue by its final maturity date. 
APCO further states that it is expected that the interest pay- 
able on the Pollution Bonds will be exempt, by ruling of 
the Internal Revenue Service, from federal income taxation. 
It is not possible to ascertain in advance precisely the 
interest rate which may be obtained in connection with the 
issuance of the Pollution Bonds, but APCO is advised that 
tax-exempt bonds of like quality and tenor have historically 
carried on annual interest rate approximately one and one- 
half to two and one-half percent lower than comparable 
taxable long-term corporate bonds. 


For financial and accounting reporting purposes, the indebt- 
edness of APCO under the Collateral Bonds will be capital- 
ized. A statement of the fees, commissions and expenses 
paid or incurred, or to be paid or incurred, in connection 
with the proposed transactions will be supplied by amend- 
ment. It is stated that Alabama Public Service Commission 
has jurisdiction over the issuance of the Collateral Bonds 
and the assumption by APCO of its obligations under the 
Agreement. The order of that commission will be supplied 
by amendment. APCO submits that the issuance and de- 
livery of its Collateral Bonds to the Board should be ex- 
empted from the competitive bidding requirements of Rule 
50 by reason of clause (a) (5) thereof inasmuch as they are 
to be issued and delivered solely to secure APCOQ’s obliaga- 
tions to the Board and no public offering by APCO is to be 
made. No other State commission, and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 24, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application, as amended, or as it 
may be further amended, which he desires to controvert, or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
should be served personally or by mail (air mail if the persoi 
being served is located more than 500 miles from the point 
of mailing) upon the applicant at the above-stated address, 
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and proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with the request. At 
any time after said date, the application, as amended or as 
it may be further amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18234/December 28, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New York, New York 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 
(70-5342) 


ORDER AUTHORIZING POST-EFFECTIVE AMEND- 
MENT REGARDING EXTENSION OF MATURITY DATE 
OF LINE OF CREDIT AND OF TIME WITHIN WHICH 
NOTES MAY BE ISSUED AND SOLD THEREUNDER 


Middle South Utilities, Inc. ("Middle South”), a registered 
holding company, and Arkansas-Missouri Power Company, 
("Ark-Mo”), a public utility subsidiary company of Middle 
South, have filed a post-effective amendment to their pre- 
viously amended application-declaration with the Com- 
mission pursuant to Sections 6(a), 6(b), 7, 9(a), 10(a), 
12(b), 12(c) and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 ("Act”) and Rules 42, 43, 45, and 50(a) 
(2) promulgated thereunder regarding the following pro- 
posed transactions. 


By Order dated June 20, 1973 (HCAR No. 18008), the 
Commission authorized, among other things, Ark-Mo to 
make borrowings from a group of commercial banks 
("Banks”) during 1973 of up to $12,000,000 to provide 
funds for payment of construction expenditures in 1973. 
As of November 15, 1973, Ark-Mo’s borrowings from the 
Banks aggregated $4,000,000. Due to delays in construc- 
tion, it is now proposed to extend through December 31, 
1974, the period during which Ark-Mo may make such 
borrowings. All other terms and conditions of the borrow- 
ings heretofore authorized and described in the above- 
mentioned Commission Order remain unchanged. 


No State commission and no Federal commission, other 


than this Commission, has jurisdiction over the proposed 
transaction. 
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the amended application-declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 18210), and no hearing 
has been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; and 


that it is appropriate in the public interest and in the interes: 


of investors and consumers that said amended application- 
declaration, as further amended by said post-effective 
amendment, be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said amended applica- 
tion-declaration, as further amended by said post-effective 
amendment, be, and it hereby is, granted and permitted to 
become effective December 31, 1973, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18235/December 28, 1973 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
COLUMBIA LNG CORPORATION 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


THE OHIO VALLEY GAS COMPANY 
COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

Ashland, Kentucky 

(70-5427) 


ORDER AUTHORIZING OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY PARENT COMPANY 
IN CONNECTION WITH INTRASYSTEM PREPAYMENT 
OF PROMISSORY NOTES AND RELATED TRANS- 
ACTIONS 


Due notice of the filing of said post-effective amendment to 
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The Columbia Gas System, Inc. (“Columbia”), a registered 
holding company, and its wholly-owned subsidiary com- 
panies listed above, have filed an application-declaration 
with this Commission pursuant to Sections 6(a), 6(b), 9, 
10, and 12(b) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rules 42(b) (2), 45, and 50(a) (3) 
promulgated thereunder regarding the following proposed 
transactions. 


It is stated that during the winter heating season Columbia’s 
distribution subsidiary companies generate substantial 
amounts of cash in excess of current requirements. During 
the same period, however, the transmission subsidiary com- 
panies generate lesser amounts of cash and have generally 
larger construction expenditures, requiring Columbia to 
advance funds to such subsidiary companies. In recent 
years, however, the Commission has authorized open 
account advances by Columbia to subsidiary companies and 
certain related transactions which are designed to alleviate 
this situation. The present filing requests authorization to 
continue such transactions during the calendar year 1974. 


It is proposed that the subsidiary companies listed below 
will prepay from time to time prior to the end of 1974, 
with excess cash in aggregate amounts not to exceed the 
amounts set forth below, a portion of their outstanding 
installment promissory notes (“Notes”) held by 

Columbia. The following amounts represent the estimated 
aggregate maximum excess funds that such companies are 
expected to accumulate at any one time during the year 
1974: 


Columbia Gas Transmission Corporation $100,000,000 
Columbia Gas of Pennsylvania, Inc. 20,000,000 
Columbia Gas of New York, Inc. 5,000,000 
Columbia Gas of Maryland, Inc. 2,000,000 
Columbia Gas of Kentucky, Inc. 4,000,000 
Columbia Gas of Virginia, Inc. 2,000,000 
Columbia Gas of West Virginia, Inc. 7,000,000 
Columbia Gas of Ohio, Inc. 50,000,000 
The Ohio Valley Gas Company 5,000,000 
Columbia Gulf Transmission Company 30,000,000 
Columbia Hydrocarbon Corporation 2,500,000 
The Inland Gas Company, Inc. 1,500,000 
Columbia LNG Corporation 30,000,000 

Total $259,000,000 


The Notes (“Indebtedness”) prepaid by the individual com- 
panies will be those bearing the highest interest rate or rates 
outstanding at the time of each prepayment. Interest on 
such Indebtedness will cease upon prepayment and re- 
commence upon reissuance. As any of such companies 
require funds for construction and other corporate pur- 


poses after prepayment, it is proposed that advances be 
made to them on open account by Columbia, provided that 
at no time will the amount of such advances to any subsi- 
diary exceed the amount of Indebtedness theretofore pre- 
paid by it, less any current maturities applicable to prepaid 
Notes which Would have matured subsequent to the date of 
prepayment. 


The open account advances to any subsidiary company will 
bear interest commencing on the date of the advance, at the 
same rate or rates as borne by the equivalent principal 
amounts of Indebtedness previously prepaid by it during 
1974, but in reverse order to that of the prepayments, i.e., 
beginning from the lowest rate payable on the Indebtedness 
previously prepaid to the highest rate. It is further proposed 
that advances on open account to individual subsidiary com- 
panies will be increased or decreased from time to time in 
accordance with variations in the cash flow of the individual 
subsidiary companies. The proposed advances will not be 

in excess of the Indebtedness prepaid theretofore. 


At such time as the advances to any subsidiary company 
equal the aggregate amount of the Indebtedness prepaid by 
it, or in any event not later than December 31, 1974, such 
prepaid Indebtedness will be reinstated in repayment of the 
outstanding open account advances. 


Financing of construction or gas storage programs of any 
operating subsidiary company pursuant to Commission 
authorization will not be consummated until such time as 
advances have been made in amount equal to the amount of 
Indebtedness prepaid. Any subsidiary company which 
during 1974 has borrowed on open account from Columbia 
an amount smaller than the amount of Indebtedness there- 
tofore prepaid by it, will, on December 31, 1974, reinstate 
its Indebtedness to Columbia in an amount sufficient to 
discharge its open account borrowings, and the balance of 
its prepaid Indebtedness will be considered to have been 
permanently prepaid. Such permanent prepayment would 
be applied against Indebtedness bearing the highest interest 
rates and would be consummated only with respect to In- 
debtedness bearing interest at a rate equal to or in excess of 
the rate applicable to borrowings by subsidiary companies 
from Columbia as at December 31, 1974. In the event that 
a permanent prepayment by any subsidiary company 
would be indicated with respect to Notes bearing an interest 
rate less than the rate applicable to debt purchased by 
Columbia from subsidiary companies at December 31, 1974, 
such Notes will be reissued by the subsidiary company at or 
before the end of 1974. 


It is stated that the proposed transaction are designed to 
achieve the following: (1) flexibility to prepay at the 
earliest possible date inventory loans with commercial 
banks and other short-term borrowings, (2) defer out- 

side financing until aggregate system funds approach a 
minimum balance, (3) facilitate the internal financing of 
emergency requirements, and (4) allow operating subsi- 
diaries, during any period in which they have excess cash, to 
temporarily prepay Notes owned Columbia, thereby de- 
creasing their own net corporate interest expense. 


The Public Service Commission of West Virginia has author- 
ized the prepayment and reissuance of prepaid Notes by 
Columbia Gas of West Virginia, Inc.; the Public Service 
Commission of New York has authorized the reissuance of 
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prepaid Notes by Columbia Gas of New York, Inc.; and the 
Public Service Commission of Kentucky and the State Cor- 
poration Commission of Virginia have authorized the re- 
issuance of prepaid Notes by Columbia Gas of Kentucky, 
Inc., and Columbia Gas of Virginia, Inc., respectively. No 
other State or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18203), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18236/December 27, 1973 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 

New York, New York 10004 

(70-5437) 


NOTICE OF FILING OF DECLARATION REGARDING 
PROPOSED SALE OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that Indiana & Michigan E- 
lectric Company ("1 & M”), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, have filed a decla- 
ration with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating Section 
12(d) of the Act and Rule 44 promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transaction. 


1&M proposes to sell to the B.F. Goodrich Company (Good- 
rich), which is in no way affiliated with either 1&M or AEP, 
a certain transformer installation in a place which is located 


312/SEC DOCKET 








on the premises of Goodrich in Woodburn, Indiana. These 
facilities were constructed by 1&M for the sole purpose of 
serving Goodrich. Goodrich is presently being served by 
1&M under a contract which gives Goodrich the right to 
select a tariff other than that specified in the contract if 
Goodrich deems an alternative tariff to be more favorable, 
Goodrich has selected a tariff the application of which 
depends upon Goodricii having its own substation. It is in 
the interest of 1&&M to make this sale because it cannot sell 
power to Goodrich under the new tariff unless Goodrich 
owns a transformer installation. 


The proposed sale involves a 138 KV-4KV step-down trans- 
former installation, consisting primarily of two 7500 KVA 
transformers, two 138 KV motor operated airbreak switches, 
a bay steel structure and associated equipment including bus 
work. The selling price, determined in arm’s length bar- 
gaining on the basis of depreciated replacement cost as of 
December 20, 1971, will be $193,584. The original 
installed cost is $167,194 and the original cost less book 











depreciation is $128,089. 


No legal or other fees, commissions or expenses are to be 
paid or incurred by 1&M, AEP or any associate company 
in connection with the proposed transaction except for 
the nominal expenses, estimated not to exceed $2,300. 
No state commission and no federal commission other 





than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 17, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail 

(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the declarant at 
the above-stated address, and proof of service (by affidavit 
or, in the case of an attorney-at-law, by certificate) should 
be filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive notice of further developments in this matter, including ! 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regulé- | 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 18237/December 27, 1973 
In the Matter of 


GPU SERVICE CORPORATION 
New York, New York 10005 
(70-5432) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS BY SUBSIDIARY SERVICE COMPANY AND 
GUARANTY BY HOLDING COMPANY 

General Public Utilities Corporation (“GPU”), a registered 
holding company, and its subsidiary service company, GPU 
Service Corporation ("Service Company”), have filed a 
declaration and amendments thereto with this Commission 
pursuant to Sections 6, 7(a), and 12 of the Public Utility 
Holding Company Act of 1935 ("Act") regarding the fol- 
lowing proposed transactions. 


It is proposed that Service Company issue its unsecured 
promissory notes to The Fidelity Bank, Philadelphia, Penn- 
sylvania (the “Bank”) pursuant to a written Loan Agreement 
with the Bank to evidence a borrowing of $6,000,000 and 
for GPU to guarantee the payment of principal and interest 
on such borrowing. Such borrowing is to replace construc- 
tion loans previously issued to finance the construction and 
partial equipping of its Reading, Pennsylvania headquarters 
and currently outstanding, which loans mature on De- 
cember 31, 1973. This borrowing will be payable during a 
five (5) year term in nineteen (19) consecutive quarterly 
installments in the amount of $50,000 each, commencing 
on March 31, 1974, and continuing quarterly thereafte 

on the last business day of each June, September, De- 
cember and March with a final installment in the amount 
of the entire unpaid balance of $5,050,000 payabie on De- 
cember 31, 1978. The borrowing will bear interest on the 
unpaid principal balance at a rate at all times equal to one 
hundred twenty-five percent (125%) of the large business 
prime rate of interest in effect at the Bank from time to 
time, payable on the principal payment dates. Service 
Company will have the right to prepay the indebtedness 
without premium at any time in whole or in part, and will! 
not be required to maintain any compensating balances in 
respect of the borrowing. 


The estimated expenses of Service Company and GPU in 
connection with these transactions are $7,000. No state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given 

in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18201), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
found that the applicable standards of the Act and the 

rules thereunder are satisfied and that no adverse findings 
are necessary; and it is appropriate in the public interest and 
in the interest of investors and consumers that said decla- 
ration, as amended, be permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effective 


forthwith, subject to the terms and conditions prescribed in 


Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18238/December 27, 1973 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 02865 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02403 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 02722 


MONTAUP ELECTRIC COMPANY 


Fall River, Massachusetts 02722 
(70-5430 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
BY HOLDING COMPANY AND SUBSIDIARY COM- 
PANIES TO BANKS AND OPEN ACCOUNT ADVANCES 
BY HOLDING COMPANY TO SUBSIDIARY COM- 
PANIES 


Eastern Utilities Associates ("EUA”), a registered holding 
company, and its four electric utility subsidiary companies, 
Blackstone Valley Electric Company ("Blackstone”), Brock- 
ton Edison Company (“Brockton”), Fall River Electric 
Light Company ("Fall River”), and Montaup Electric Com 
pany (“Montaup”), have filed a deciaration and an amend- 
ment thereto with this Commission pursuant to Sections 
6(a), 7, 12(b), 12(c), and 12(f) of the Public Utility Hold- 
ing Company Act of 1935 ("Act”), and Rule 45(a) pro- 
mulgated thereunder regarding the following proposed 
transactions. 


During the period ending December 31, 1974, EUA, Black- 
stone, Brockton, Fall River, and Montaup propose to is- 
sue and sell short-term, unsecured promissory notes to 
banks, and in the cases of Blackstone, Brockton, and Fall 
River to also receive open-account advances from EUA, in 
the maximum aggregate amounts to be outstanding at any 
one time as shown below: 
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(Thousands of Dollars) 





EUA 


BLACKSTONE BROCKTON FALL RIVER 


MONTAUP 





The Chase Manhattan Bank 
(N.A.), New York, N.Y. 

Industrial National Bank of 
Rhode Island, Providence, R.1. 

Rhode Island Hospital Trust 
National Bank, Providence, R.|. 

The First National Bank of 
Boston, Mass. 

State Street Bank and Trust 
Company, Boston, Mass. 

The National Shawmut 
Bank of Boston, Mass. 

Plymouth-Home National 
Bank, Brockton, Mass. 

First County National Bank, 
Brockton, Mass. 

B.M.C. Durfee Trust Company, 
Fall River, Mass. 

Fall River Trust Company, 
Fall River, Mass. 

Fall River National Bank, 
Fall River, Mass. 

Total from banks 


$20,000 $ 1,000 
1,200 
1,200 


$10,300 





$30,300 $3400 


From EUA $26,100 

Maximum amount of ag- 
gregate short-term 
borrowings from banks 
and advances from EUA 
to be outstanding at 
any one time 


$30,300 $29,500 


It is proposed that the borrowings of any company from 
any particular bank may at times be increased to twice the 
amount shown above in respect of that bank, provided that 
the aggregate bank borrowings of that company shall at no 
time exceed its total amount of bank borrowings set forth 
above. 


The notes to banks will be dated as of the date of issuance, 
will mature no later than December 31, 1974, and will be 
prepayable in whole or in part without penalty. It is repre- 
sented that some of the lending banks will require com- 
pensating balances and that others will not. With respect 
to notes for which compensating balances are required, 

the notes will bear interest at not in excess of the prime 
rate (or, in some cases, not in excess of the lowest “floating” 
rate) charged by the lending bank on the date of issuance. 
Assuming a 15% compensating balance and a prime rate of 
10% per annum, the effective interest cost on such notes 
would be 11.765% per annum. Notes as to which no com- 
pensating balances are required will bear interest at the 
lending bank’s prime rate plus an adjustment equivalent to 
an imputed 15% compensating balance requirement. Such 
adjusted interest rate would be 11.765% per annum, as- 
suming a prime or “floating” rate of 10%. 


The advances by EUA to Blackstone and Brockton will be 

subordinated to the rights of the preferred stockholders of 
Blackstone and Brockton, respectively, to receive dividends 
and liquidation payments if, and so long as, (a) preferred 
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$ 1,500 $ 2,000 $ 5,000 


1,500 1,800 18,600 


2,000 5,000 
2,150 7,000 
750 
400 

700 

700 


350 
$ 5,550 





$ 8,300 $35,600 


$5300  $ 1,700 


$13,600 $ 7,250 $35,600 


stock dividends are in arrears (or in the event of liqui- 
dation, the liquidation rights of preferred stockholders have 
not been satisfied) and (b) the sum of the advances from 
EUA, the notes payable to banks and all other securities 
representing unsecured debt, maturing in less than 10 years, 
exceeds 10% of the company’s secured debt, capital stocks, 
premium, and surplus. The advances will bear interest pay- 
able on April 1, 1974, July 1, 1974, October 1, 1974, and 
December 31, 1974, at the prime or lowest “floating” rate 
in effect at The First National Bank of Boston or The Chase 
Manhattan Bank, N. A. (“Chase”) (depending on which 
bank loaned EUA the funds being advanced) on those re- 
spect:ve dates. To the extent advances have been made 
hereunder from the proceeds of issuance by EUA of its 
five-year unsecured promissory notes to Chase (Holding 
Company Act Release No. 17085), such advances shall bear 
interest payable at the rate incurred by EUA on the five- 
year note. Since Blackstone, Brockton and Fall River are 
to maintain a 15% compensating balance with Chase with 
regard to EUA’s borrowings under said note, the effective 
interest cost for the open account advances from the note 
proceeds would be 11.765% per annum, assuming a prime 
or “floating” rate of 9-%%. 


It is stated that the proceeds from the proposed notes and 
advances will be used to meet cash requirements for con- 
struction, to provide funds for compensating balances with 
lending banks through December 31, 1974, and to pay out 
standing short-term loans. On January 2, 1974, Blackstone, 
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Brockton, Fall River and Montaup expect to have out- 
standing short-term loans of $26,100,000 (including 
$22,700,000 advance from EUA to Blackstone), 
$9,000,000 (including $2,700,000 advance from EUA to 
Brockton), $5,950,000 (including $1,700,000 advance 
from EUA to Fall River) and $9,100,000, respectively. 





banks, in whole or in part, by the use of an advance from 
EUA, or may repay an advance from EUA with the pro- 


issued to a bank for the purpose of obtaining funds to re- 
pay an advance from EUA shall exceed the rate on the 


| stone, Brockton, or Fall River, as the case may be, for the 
added interest required for the term of the note so issued. 


In the event of any permanent financing by any of the 
borrowing companies (with the exception of permanent 
financing by EUA the proceeds of which are applied to 
the payment or prepayment of its five-year note), the net 


its short-term note indebtedness or advances from EUA 
then outstanding, and the maximum amount of short- 
term note indebtedness and advances to be outstanding 
at any one time, as proposed herein, will be reduced by 
the amount of the proceeds of such permanent fin- 
ancing. 





The declaration states that no state commission and no 
federal commission, other than this Commission, has 
| jurisdiction over the proposed transactions. The fees 
and expenses to be incurred in connection with the pro- 
() posed transactions are estimated at $3,960, including 
attorneys’ fees of $1,960. 


Due notice of the filing of said declaration has been given 


in the manner prescribed in Rule 23 promulgated under the 


Act (Holding Company Act Release No. 18196), and no 


r hearing has been requested of or ordered by the Com- 


mission. Upon the basis of the facts in the record, it is here- 


by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 


and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become ef- 
fective: 


Ce ee ae 


| IT |S ORDERED, pursuant to the applicable provisions of 


the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is permitted to become ef- 
fective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Secretary 
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Blackstone, Brockton, or Fall River may prepay its notes to 


ceeds of notes issued to banks. If the interest rate on a note 


advance being repaid, EUA shall reimburse or credit Black- 


cash proceeds therefrom will be applied to the payment of 


are necessary; and that it is appropriate in the public interest 


George A. Fitzsimmons 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 01581 

(70-5281) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 
OF TIME FOR HOLDING COMPANY AND SUBSI- 
DIARY COMPANIES 


New England Electric System (“NEES”), a registered hold- 
ing company, and the above-named subsidiary companies, 
have filed with this Commission a third post-effective 
amendment to the amended application-declaration hereto- 
fore filed in this proceeding pursuant to Sections 6(a), 7, 
9(a), 10 and 12(c) of the Public Utility Holding Company 
Act of 1935 {”Act”), and Rule 42 promulgated thereunder 
regarding the following proposed transactions. 


By orders dated January 3, September 13 and November 28, 
1973 (Holding Company Act Release Nos. 17836, 18094 
and 18192), the Commission authorized the above-named 
NEES subsidiary companies to issue from time to time 
through December 31, 1973, unsecured short-term pro- 
missory notes to banks, to dealers in commercial paper and 
to NEES. 


Applicants now request that the Commission’s above-de- 
scribed orders be further amended to permit the applicant 
NEES subsidiary companies so listed to extend their short- 
term borrowing limits from December 31, 1973, through 
March 31, 1974. Applicants also originally requested ex- 
tensions on behalf of Lynn Gas Company, Mystic Valley 
Gas Company and North Shore Gas Company, which com- 
panies at the time of said filing were NEES gas utility sub- 
sidiary companies. By this Commissions order dated October 
25, 1974. (Holding Company Act Release No. 18133), a 
plan was approved under which NEES was to divest itself of 
the three aforesaid gas utility subsidiaries. On December 
20, 1973 such divestiture was consummated, and the subsi- 
diaries have, by amendment filed in this proceeding, with- 
drawn as applicants herein. 


Due notice of the filing of said post-effective amendment to 
the application-declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act (Holding 
Company Act Release No. 18154), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that it 

is appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, as 
further amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as further amended by said post-effective amend- 
ment, be, and it hereby is, granted, and permitted to be- 
come effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 
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For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18240/December 28, 1973 


in the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
Westborough, Massachusetts 
(70-5429) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT 
TERM NOTES TO BANK AND TO DEALER IN COM 
MERCIAL PAPER AND EXCEPTION FROM COM- 
PETITIVE BIDDING REQUIREMENTS OF RULE 50 


Yankee Atomic Electric Company ("Yankee Atomic”), an 
electric utility company and a subsidiary company of bot 
Northeast Utilities and New Engjand Electric System, regis- 
tered holding companies, has filed a declaration with this 
Commission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 ("Act”) and Rule 
50 (a) (5) promulgated thereunder regarding the following 
proposed transactions. 


Yankee Atomic, whose entire capital stock is owned by 
eleven electric utility companies operating in New Engjlanc 
(See Holding Company Act Release Nos. 13048, 13900 
intends, during 1974, to spend approximately $4,000,00( 
for nuclear fuel and to make capital expenditures of approx- 
imately $500,000 for pliant improvements. Yankee Atomic 
presently has $10,000,000 of outstanding short-term debt 


Yankee Atomic proposes to issue and sell from time to time 
but not later than December 31, 1974, its short-term prc 
missory notes, to finance its nuclear fuel requirements and 
for other corporate purposes. The notes are expected to be 
sold to The First National Bank of Boston, Massachusetts 
("First National”) and/or to a dealer in commercial paper 
up to a maximum aggregate principal amount of 
$14,500,000 to be outstanding at any one time. Funds 
borrowed for other corporate purposes will not exceed 
$3,000,000 of the total maximum proposed borrowing. 
The notes will be paid in part from internally generated 
funds and the balance will be repaid either through addi- 
tional short-term borrowing or permanent financing. It is 
represented that if any permanent financing is made by 
Yankee Atomic prior to the maturity of the notes author- 
ized by the Commission, such authorization shall be reduced 
by the amount of such financing. 


The proposed notes to the bank will mature in less than 
one year from the date of issue and in any event on or 
prior to March 31, 1975, and will provide for prior pay- 
ment in whole or in part without premium. The notes will 
bear interest at not in excess of the prime rate in effect at 
the time borrowings are made. It is stated that First Nation- 
al is Yankee Atomic’s principal disbursing bank, that 
Yankee Atomic regularly maintains funds in that bank, and 
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that if balances were maintained solely to fulfill prevailing 
compensating balance requirements of 15% to 20%, the 
effective interest cost to the company would be about 11%% 
to 12 %% per annum based on a prime rate of 9 %%. 


The proposed commercial paper will be in the form of pro- 
missory notes with varying maturities not to exceed 270 
days and in no event later than March 31, 1975, will be is- 
sued in denominations of not less than $50,000 and not 
more than $1,000,000, and will not be prepayablie prior to 
maturity. The commercial paper will be sold by Yankee 
Atomic directly to a dealer at a discount which will not be 
in excess of the discount rate per annum prevailing at the 
date of issuance for prime commercial paper of comparable 
quality of the particular maturity sold by issuers thereof tc 
commercial paper dealers, provided, however, that no com- 
mercial paper notes will be issued having a maturity of 
more than 90 days at an effective interest cost which ex- 
ceeds the effective interest cost at which Yankee Atomic 
coulda borrov No commission or fee 
will be payable in connection with the issuance and sale of 
commercial paper. The dealer, as principal, will reoffer the 
commercial paper at a discount rate not more than 1/8% of 
1% per annum less than the prevailing discount rate to 
Yankee Atomic to not more than 200 customers of the 
dealer identified and designated in a nonpublic list preparec 
in advance by the dealer. No additions will be made to suct 
list of customers. It is expected that such commercia 
paper will be held to maturity by the purchasers, but, if 
any such purchaser wishes to resell! prior to maturity, the 
dealer, pursuant to an oral repurchase agreement, will re- 
purchase the paper for resale to others on said list of cus 


tomers. Yankee Atomic requests exception from the com- 
petitive bidding requirements of Rule 50 for the proposec 
issue and sale of its commercial paper. Yankee Atomic 


tr 


the proposed commercial paper notes will have < 
une months or iess, that it is not practica 


state la 


maturity 01 To 


invite competitive bids for commercial paper, that current 
rates for commercial paper for such prime borrowers as 
Yankee Atomic are published daily in financial publications 


and that generally the effective interest cost will not excee 
the effective interest for borrowings from First Nationa 
Yankee Atomic also requests authority to file certificates 
under Rule 24 with respect to the issue and sale of notes 
hereafter consummated pursuant to this proceeding on 4 
quarterly basis. 


No state regulatory commission or federal commission, othe 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18204), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said declaration be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration be, andit 
hereby is, permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 promul- 
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gated under the Act, except that the time for filing the 
certificates thereunder is extended as heretofore indicated. 





For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


| PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 
(70-5431) 


of ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
he TERM PROMISSORY NOTES TO BANKS 


Pennsylvania Electric Company ("Penelec”), an electric u- 

tility subsidiary company of General Public Utilities Cor- 

¢ poration, a registered holding company, has filed an appli- 

uch | cation and an amendment thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 ("Act”) regarding the following proposed 

2 transactions. 


> 


Penelec requests that, for the period commencing on Jan- 
mn uary 1, 1974, and ending December 31, 1974, the ex- 
2 emption from the provisions of Section 6(a) of the Act 
afforded to it by the first sentence of Section 6(b) thereof 
ve relating to the issue and sale of short-term notes be in- 
creased above the 5% limitation to permit Penelec to issue 
and sell to banks up to $75,000,000 of short-term notes to 
be outstanding at any one time. As of September 30, 1973, 
ions, such amount of short-term debt would have represented 
cee 9.7% of the principal amount and par value of the other 
| securities of Penelec then outstanding. The filing states 
es that Penelec had $6,000,000 principal amount of its short- 
5 term notes outstanding at the date of this application. 


om ¢ 


The new notes will bear interest at a rate not exceeding the 
prime rate in effect for commercial borrowings at the lend- 
other, ing banks, will mature not later than nine months from the 
ad date of issue, and will be prepayable at any time without 
premium. Although no commitments or agreements for 
such borrowings have been made, if this application is 


en granted by the Commission, Penelec expects that, as and to 
the | the extent that its cash needs require, borrowings will be 
0 effected from among a group of fifty-one banks, the names 


of which and the maximum amounts to be borrowed from 
each are listed in the filing. It is stated that Penelec is re- 
and quired to maintain compensating balances with each of the 
ind- banks of approximately 10% of the line of credit or 26% of 
slic the borrowings, whichever is higher. Assuming a 10% 


‘thet prime rate and a 20% compensati ng balance, the effective 
interest cost for such loans would be 12.5%. 

ns of Itis stated that Penelec proposes to utilize the proceeds of 

andit| the proposed borrowings to provide funds for its short-term 

ibject working capital requirements, including repayment of other 

mul: short-term borrowings, and to provide, in the gaps between 









permanent financings, a temporary source of funds for con- 
struction expenditures. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18206), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18242/December 28, 1973 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 
(70-5428) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


Metropolitan Edison Company ("Met-Ed”), an electric u- 
tility subsidiary company of General Public Utilities Cor- 
poration, a registered holding company, has filed an appli- 
cation with this Commission pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 ("Act”) regard- 
ing the following proposed transactions. 


Met-Ed requests that, for the period commencing on January 
1, 1974, and ending December 31, 1974, the exemption from 
the provisions of Section 6(a) of the Act afforded to it by 
the first sentence of Section 6(b) thereof relating to the is- 
sue and sale of short-term notes be increased above the 5% 
limitation to permit Met-Ed to issue and sell to banks up to 
$65,000,000 of short-term notes to be outstanding at any 
one time. As of September 30, 1973, such amount of 
short-term debt would have represented 8.9% of the prin- 
cipal amount and par value of the other securities of Met-Ed 
then outstanding. It is stated that Met-Ed had $29,850,000 
principal amount of its short-term notes outstanding at No- 
vember 15, 1973. 


The new notes will bear interest at the prime rate in effect 
for commercial borrowings at the lending banks, will 

mature not later than nine months from the date of issue, 
and will be prepayable at any time without premium. Al- 
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though no commitments or agreements for such borrowings 
have been made, if this application is granted by the Com- 
mission, Met-Ed expects that, as and to the extent that its 
cash needs require, borrowings will be effected from among 
a group of thirty-six banks, the names of which and the 
maximum amounts to be borrowed from each are listed in 
the filing. It is stated that Met-Ed will be required to main- 
tain compensating balances with each of the banks of approx- 
imately 10% of the line of credit or 20% of the borrowings, 
whichever is higher. Assuming a 10% prime rate and a 20% 
compensating balance, the effective interest cost for such 
loans would be 12.5%. 


It is stated that Met-Ed proposes to utilize the proceeds of 
the proposed borrowings to provide funds for its short-term 
working capital requirements, including repayment of other 
short-term borrowings, and to provide, in the gaps between 
permanent financings, a temporary source of funds for con- 
struction expenditures. 


No other state commission or federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18199), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and 

the rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application be, 

and it hereby is, granted, effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8148/December 20, 1973 


In the Matter of 

SUN LIFE INSURANCE COMPANY OF AMERICA 
and 

SUN LIFE INSURANCE COMPANY OF AMERICA - 


THE SERIES INVESTMENT ACCOUNTS 
Sun Life Building 
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Charles Center 
Baltimore, Maryland 21201 
(812-3455) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM THE PROVISIONS OF 
SECTIONS 15(a), 16(a), 22(d), 27(c) (2) AND 32(a) (2) OF 
THE ACT. 






Sun Life Insurance Company of America - The Series In- 
vestment Accounts (the “Separate Account”), which is 
registered as a diversified, open-end management invest- 
ment company under the Investment Company Act of 
1940 (the “Act”) and Sun Life Insurance Company of 
America ("Sun Life”) (hereinafter together called “Appli- 
cants”) have filed an application for an order of the Com- 
mission exempting the Applicants from the provisions of 
Sections 15(a), 16(a), 22(d), 27(c) (2) and 32(a) (2) of the 
Act. 


On November 28, 1973 a notice (Investment Company Aci 
Release No. 8106) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the 
information stated therein unless a hearing should be ordered 
No such request has been filed and the Commission has not 
ordered a hearing. 





The matter has been considered and it has been found, on 
the basis of the representations contained in the appli- 
cation, that the granting of the requested exemptions is 
necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 

IT IS ORDERED pursuant to Section 6(c) of the Act that 
Applicants be and are hereby exempted from the pro- 
visions of Sections 15(a), 16(a) and 32(a) (2) of the Act to 
the extent necessary to permit the Separate Account to 
operate until the first annual meeting of shareholders, 

which shall be held within six months of the date of the 
Separate Account’s registration statement under the Securi- | 
ties Act of 1933 becomes effective or the date of this order, 
whichever is later, without (1) shareholder approval of the 
investment advisory agreements between the Separate Ac- 
count and Sun Life and the sub-investment advisory agree- 
ment between Sun Life and the Rothschild Company, (2) 
the election of directors by shareholders, and (3) share- 
holder ratification of the selection of an independent public 
accountant. 


IT IS FURTHER ORDERED pursuant to Section 6(c) of | 
the Act that Applicants be and are hereby exempted from 
the provisions of Section 22(d) of the Act to the extent 
necessary to permit the following: 





(1) the transfer of amounts accumulated under Sun Life's 
General Account to one or more series of the Separate Ac- 
count without any additional sales charges; 





(2) the award of experience rating credits under group vati- 
able contracts issued by Applicants; 






(3) the purchase by a participant under a group variable 
annuity contract, as to whom contributions have ceased, of 
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an individual variable annuity contract without any addi- 
tional sales and administrative expenses; 


(4) if an employee who is a participant in a group variable 
annuity contract sponsored by Applicants should become 

an employee of another employer who also has a group vari- 
able annuity Contract sponsored by Applicants, the transfer 
by such employee of the value of his account to the group 
variable annuity contract of his new employer without any 
sales and administrative charges; and 


(5) the receipt by a beneficiary under a group or individual 
variable annuity contract of the death benefit, in the form 
of one of the annuity options set forth in the contract, 
without any additional sales charges. 


IT|IS FURTHER ORDERED pursuant to Section 6(c) of 
the Act that Applicants be and are hereby exempted from 
the provisions of Section 27(c) (2) of the Act to the extent 
necessary to permit: (1) sales and administrative charges, 

as described in the prospectus, and annuity premium taxes 
to be deducted from the proceeds of payments on variable 
annuity contracts issued by Applicant; and (2) payments of 
fees, as described in the application, out of the assets of the 
Separate Account to Sun Life for investment advisory ser- 
vices and for the mortality and expense guarantees as pro- 
vided for in the contract between the Separate Account 

and Sun Life; provided, however, that the payment of sums 
and charges out of the proceeds of such payments or out 

of the assets of the Separate Account shall not be deemed 
exempted from regulation by the Commission by reason of 
the granting of this order and provided further that this 
order may be revoked upon due notice and opportunity for 
hearing. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8149/December 21, 1973 


In the Matter of 


CRESCENT GENERAL CORPORATION 
6350 LBJ Freeway 

Suite 248 

Dallas, Texas 75240 

(812-3287) 


ORDER OF TEMPORARY EXEMPTION FROM SEC- 
TION 7 PURSUANT TO SECTIONS 6(c) AND 6(e) 


Crescent General Corporation (“Applicant”), a Utah cor- 
poration, has filed an application pursuant to Section 6(c) 
of the Investment Company Act of 1940 ("Act”) for an 
order of the Commission temporarily exempting it from 

the provisions of Section 7 of the Act until the Commission 
has acted upon the application under Section 3(b) (2) filed 
by Applicant. Applicant, in requesting such temporary ex- 
emption, has agreed that it and other persons in their trans- 
actions and relations with it shall be subject to certain pro- 
visions of the Act and the respective Rules and Regulations 
Promulgated under each of such provisions as though Appli- 


cant were a registered investment company. 


On November 13, 1973, a notice (Investment Company Act 
Release No. 8078) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of the 
application would be issued as of course after December 7, 
1973, unless a hearing was ordered. No request for a hearing 
has been filed and the Commission has not ordered a hear- 
ing. 


The matter has been considered and it is found that the 
granting of the requested exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors, and the purposes fairly intended by the 
policy and provisions of the Act, subject to the provisions 
stated below, which the Commission deems necessary or 
appropriate in the public interest or for the protection of 
investors and to which Applicant has consented. 


1T 1S ORDERED, pursuant to Section 6(c) of the Act that 
Applicant is hereby exempted from the provisions of Sec- 
tion 7 of the Act until the Commission has acted upon 
Applicant’s application under Section 3(b) (2) of the Act 
filed on May 25, 1972. 


IT 1S FURTHER ORDERED, pursuant to Sections 6(c) and 
6(e), that during the temporary exemption period, Appli- 
cant and other persons in their relation and transactions 
with it shall be subject to all provisions of the Act and the 
Rules and Regulations thereunder as though Applicant were 
a registered investment company other than the following: 
Section 8; subsections (f), (g), (h), and (i) of Section 17; 
Section 18 except subsection (d) thereof; Section 23; Sec- 
tion 30, except subsection (f) thereof; and Section 31 of 
the Act and the Rules and Regulations thereunder. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8150/December 26, 1973 


In the Matter of 


NEW ENGLAND LIFE VARIABLE ANNUITY FUND I 
NEW ENGLAND LIFE VARIABLE ANNUITY FUND I! 


and 


NEL EQUITY SERVICES CORPORATION 
501 Boylston Street 

Boston, Massachusetts 02117 

(812-3550) 


NOTICE OF APPLICATION PURSUANT TO SECTION 11 
OF THE ACT TO PERMIT OFFER OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) FOR EXEMPTION FROM 
SECTION 22(d) OF THE ACT 
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NOTICE IS HEREBY GIVEN that New England Life Vari- 
able Annuity Fund |, New England Life Variable Annuity 
Fund II (the “Variable Annuity Funds”) and NEL Equity 
Services Corporation ("Nelesco”) (hereinafter collectively 
called “Applicants”) have filed an application pursuant to 
Section 11 of the Investment Company Act of 1940 (“Act”) 
for an order permitting the offer of exchange described be- 
low and pursuant to Section 6(c) exempting Applicants 
from Section 22(d) of the Act. 


All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
therein, which are summarized below. 


The Variable Annuity Funds are separate accounts of New 
England Mutual Life Insurance Company ("Insurance Com- 
pany”) established under Massachusetts law by Insurance 
Company on April 16, 1969, as facilities through which as- 
sets attributable to individual variable annuity contracts 
(the “Variable Annuity Contracts”) are set aside and 
invested, and are registered under the Act as open-end, di- 
versified management investment companies. Nelesco, a 
Massachusetts corporation wholly owned by Insurance Com- 
pany, is registered as a broker-dealer under the Securities 
Exchange Act of 1934 and serves as principal underwriter 
for the Variable Annuity Funds as well as for NEL Income 
Fund (the “Income Fund”), NEL Equity Fund, Inc., NEL 
Growth Fund, Inc. and New England Life Side Fund, Inc. 
(collectively referred to as the "NEL Funds”). The NEL 
Funds were sponsored and created by the Insurance 
Company which from time to time may sponsor and create 
other open-end investment companies for which Nelesco 
would serve as principal underwriter (“future NEL Funds”). 


Applicants state that in connection with the sale of Variable 
Annuity Contracts of the single purchase payment type, de- 
ductions from the single purchase payment are made (after 
deduction of any applicable state premium tax) as follows: 
6% of the first $5,000, 3.75% of the next $95,000 and 1.75% 
of any balance, for sales expenses, and 2% of the first 
$5,000 and .25% of any balance, for administrative ex- 
penses. Applicants also state that shares of the NEL Funds 
are sold at net asset value plus a sales charge ranging in steps 
from 8% (on single purchases of less than $10,000) to 1% 
(on single purchases of $1,000,000 or more). Applicants 
assert that sales representatives of Nelesco market both 

the Variable Annuity Contracts and the shares of the NEL 
Funds. 


Applicants assert that they anticipate that shareholders of 
the Income Fund and future NEL Funds will sometimes 
desire to apply investment accumulations held in the 

form of NEL Funds shares to purchase single purchase pay- 
ment Variable Annuity Contracts for retirement purposes. 
Applicants propose to allow such transfers at a reduced 
sales load. Under the proposal, the shareholders would 

pay any applicable state premium tax and the usual adminis- 
trative expense load, but the sales expense deduction would 
be reduced to: 1.5% of the first $5,000 of the proceeds of 
such shares so applied, 1% of the next $5,000, .5% of the 
next $5,000, and .25% of any balance in excess of $15,000. 
An order permitting such transfers from other NEL Funds 
was issued by the Commission on March 10, 1972 (Act 
Release No. 7055). 


Applicants assert that state premium taxes and the adminis- 
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trative expense charges (designed to cover such items as 
legal, actuarial and accounting services, services of execu- 
tive and other personnel, postage, telephone and office 
space and equipment) are made directly to individual con- 
tract-holders through deductions from the purchase pay- 
ment and that it would be unfair to allow exchanging share- 
holders of the Income Fund or future NEL Funds (which 
would have the same sales load structure as existing NEL 
Funds) to avoid those charges because in that case they 
would have to be paid either by the variable annuity 
separate accounts or the Insurance Company’s general ac- 
count. Applicants also assert that it would be unfair to the 
exchanging shareholders who will already have paid a sales 
load to have to pay an additional full sales charge. However, 
Applicants also state that the continuation of some sales 
charge would be equitable since the task of the Nelesco 
registered representatives in explaining to the shareholders 
of the Income Fund or future NEL Funds the complexities 
of the Variable Annuity Contract and the significance of 
life annuity options in retirement planning. will be substan- 
tial enough to justify the payment of some compensation to 
them, the cost of which should be borne by the exchanging 
shareholders. 


Section 11(a) of the Act provides in substance that a regis- 
tered open-end investment company or its principal under- 
writer may make an offer to a shareholder of such company 
or of. any other open-end investment company to exchange 
his security for a security in the same or another such com- 
pany only on the basis of the relative net asset value of the 
respective securities to be exchanged, unless the terms of the 
















offer have first been submitted to and approved by the Com: | 


mission. Applicants request approval under Section 11 be- 
cause the offer of exchange will be made at net asset value 
plus state premium taxes (where applicable), administrative 
charges, and sales charges (at the reduced rate). 


Section 22(d) of the Act in substance prohibits the sale of 
any redeemable security issued by a registered investment 
company to any person, except a dealer, a principal under- 
writer or the issuer, at a price other than the current public 
offering price described in the prospectus. Applicants re- 
quest an exemption from Section 22(d) of the Act because 
exchanging shareholders will be able to purchase Variable 
Annuity Contracts of the single purchase payment type at 
a reduced sales load, i.e., at a price different from that de- © 
scribed in the prospectus. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any persons or transactions from any provision 
or provisions of the Act, if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 16, 1974 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, D. 
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C. 20549. Acopy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon Appli- 
cants at the address stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. At any 
time after said date, as provided by Rule O-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course fol- 
lowing said date unless the Commission thereafter orders 
ahearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8151/December 26, 1973 


In the Matter of 


THE BUSINESSMAN’S FUND, INC. 
111 Broadway 

New York, New York 10006 
(811-617) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On November 19, 1973, a notice was issued (Investment 
Company Act Release No. 8094) that The Businessman’s 
Fund, Inc. (“Applicant”), an open-end, diversified manage- 
ment investment company registered under the Investment 
Company Act of 1940 (“Act”), had filed an application 
pursuant to Section 8(f) of the Act for an order of the Com- 
mission declaring that Applicant had ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


ITISHEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of The Businessman’s Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8152/December 27, 1973 


See Securities Exchange Act Release No. 10576/December 
27, 1973. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8153/December 27, 1973 


In the Matter of 


HEDBERG AND GORDON LEVERAGE FUND 
111 North Broad Street 

Philadelphia, Pennsylvania 19107 

(811-1934) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Hedberg and Gordon Leverage Fund (“Applicant”), a 
diversified, open-end management investment company 
registered under the Investment Company Act of 1940 
(“Act”), has filed an application pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that Appli- 
cant has ceased to be an investment company. 


The Commission on November 29, 1973, issued a notice 
(Investment Company Act Release No. 8115) of the filing 
of the application. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the matter might be issued on the basis of the 
information stated therein unless a hearing should be order- 
ed No request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Hedberg and Gordon Leverage Fund under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8154/December 27, 1973 


In the Matter of 


SECURITY EQUITY FUND, INC. 

SECURITY INVESTMENT FUND, INC. 
SECURITY ULTRA FUND, INC. 

SECURITY BOND FUND, INC. 

SECURITY MANAGEMENT COMPANY, INC. 
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and 


SECURITY DISTRIBUTORS, INC. 
Security Benefit Life Building 

700 Harrison Street 

Topeka, Kansas 66636 

(812-3489) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM SECTION 22(d) OF 
THE ACT 


Security Equity Fund, Inc., Security Investment Fund, Inc., 
Security Ultra Fund, Inc., and Security Bond Fund, Inc. 
(collectively "Funds”), open-end diversified management 
investment companies registered under the Investment 
Company Act of 1940 (“Act”), and the Funds’ investment 


adviser, Security Management Company Inc., and its wholly- 


owned subsidiary which is the Funds’ underwriter, Security 
Distributors, Inc., have filed an application pursuant to 
Section 6(c) of the Act for an order exempting from the 
provisions of Section 22(d) of the Act sales of shares of the 
Funds at net asset value without sales charges upon the 
exercise of a reinvestment privilege available to shareholders 
of each of the Funds. 


On November 28, 1973, a notice was issued (Investment 
Company Act Release No. 8107) of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- ~ 
formation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 22(d) of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8155/December 28, 1973 


In the Matter of 

MUTUAL INVESTING FOUNDATION 
HERITAGE SECURITIES, INC. 

246 North High Street 


Columbus, Ohio 43216 
(812-3560) 
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NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR AN ORDER OF EXEMPTION FROM SECTION 
22(d) OF THE ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Mutual Investing 
Foundation (“Fund”), a management, diversified, open-end 
investment company registered under the Investment Com- 
pany Act of 1940 ("Act"), and Heritage Securities, Inc. 
(“Heritage”) (referred to with the Fund as “Applicants”), a 
broker-dealer registered under the Securities Exchange Act 
of 1934, which acts as principal distributor of the two 
classes of shares (MIF Fund shares and MIF Growth Fund 
shares) of the Fund, have filed an application pursuant to 
Section 6(c) of the Act for an order of the Commission ex- 
empting from the provisions of Section 22(d) of the Act 
and Rule 22d-1 thereunder sales of shares of the Fund pur- 
suant to reinvestment privileges to be offered by the Fund. 
All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
made therein, which are summarized below. 


Section 22(d) of the Act provides, in pertinent part, that 
no registered investment company or principal underwriter 
thereof shall sell any redeemable security issued by such 


company except at a current public offering price described 


in the prospectus. The prospectus of the Fund states that a 
sales commission is included in the offering price of the 
shares of the Fund. 


Applicants request an exemption from Section 22(d) of the 
Act and Rule 22d-1 thereunder to enable Applicants to sell 
shares of the Fund at the net asset values per share, i.e., 


reinvestment privileges offered by the Fund. 


without any sales charges, to persons who wish to exercise ) 


The Fund proposes to offer to investors who have redeemed 
shares of the Fund the privilege of being able to reinvest in 
the Fund any amount up to the amount of the proceeds of 
redemption at the net asset value in effect at the time of 
such reinvestment, without any sales charge, if the privilege 
is exercised within 15 days of the day the request for re- 
demption was received by the Fund, and if the privilege has 
not previously been exercised with respect to the Fund. 


No compensation will be paid to any salesman or dealer in _ 
connection with such a reinvestment. A letter will be sent, 
accompanied by a current prospectus of the Fund, upon 
receipt of the redemption request. Such mailing may be 
followed up by a telephone call to the investor. The charge 
for this service will be borne by Heritage, who also serves as 
investment manager to the Fund. 


Applicants state that the proposed privilege will not afford 
an opportunity for speculative short term trading in shares 

of the Fund. Applicants further contend that the proposed 
privilege will enable investors to be reminded of features of | 
their investment which they may have overlooked or of 
which they may have been unsure at the time they redeemed. | 


Section 6(c) of the Act provides that the Commission may, 
upon application, conditionally or unconditionally exempt 
any person or transaction from any provisions of the Actif 
such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 21, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact 

or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, D. 
C., 20549. Acopy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
Applicants at the address stated above. Proof of such ser- 
vice (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided by Rule O-5 
of the Rules and Regulations promulgated under the Act, 

an order disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8156/December 28, 1973 


In the Matter of 


TECHNO FUND, INC. 
50 West Gay Street 
Columbus, Ohio 43215 
(811-955) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On November 26, 1973, a notice was issued (Investment 
Company Act Release No. 8100) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 ("Act”), to declare by order 
upon its own motion that Techno Fund, Inc., (“Fund”) 


has ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


ITIS HEREBY ORDERED, pursuant to Section 8(f) of the 






Act, that the registration of Techno Fund, Inc. under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6177/December 21, 1973 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, 
announced that, on December 4, 1973, the Honorable Lee 
P. Gagliardi, United States District Judge, Southern District 
of New York, granted the Commission's application for a 
preliminary injunction against Midland Equity Corporation 
(“Midland”), a New York City broker-dealer, and James 
Joseph Hammarth (“Hammarth”), its president. A com- 
plaint was filed on June 12, 1973 requesting that Midland 
be enjoined from further violations of the Commission's 
inspection and visitation provisions contained in Section 
17(a) of the Securities Exchange Act of 1934 ("Exchange 
Act”) and the preservation requirements contained in Rule 
17a-4 promulgated thereunder. It was also requested that 
Hammarth be enjoined from aiding and abetting these vio- 
lations. Hammarth contended that the failure of Midland to 
pay required fees to the Securities Investor Protection Cor- 
poration generated an automatic withdrawal of the firm’s 
registration under Section 15 of the Exchange Act and, 
therefore, Commission officers had no right to inspect the 
books and records of Midland. A hearing was held on 

June 21, 1973. 


In its decision, the Court characterized Hammarth’s argu- 
ment as “clearly without merit”. Appropriate orders on 
notice are being filed with the Court. 


For further details, see Litigation Release No. 5937; 2 SEC 
Docket 1, pp. 28-29. 





Litigation Release No. 6178/December 21, 1973 
SEC v. CARDIODYNAMICS, INC., et al. (N.D. CA) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Regional 
Administrator of the San Francisco Branch Office, of the 
Securities and Exchange Commission, announced that on 
Decémber 11, 1973, a complaint was filed in the United 
States District Court for the Northern District of California 
seeking to enjoin Cardiodynamics, Inc., Robert L. Chapman, 
and John W. Gofman from further violations of Section 
17(a) of the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 thereunder. 
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Cardiodynamics is a Nevada corporation currently located 
in Dublin, California and is engaged in the production and 
marketing of the VIDA, an electronic device represented to 
be capable of monitoring the heart and detecting pending 
heart attacks. Chapman and Gofman were the inventors of 
the VIDA and are currently officers and/or directors of 
Cardiodynamics. 


The Commission’s complaint alleges that Cardiodynamics 
on January 17, 1973, issued a press release prepared by 
Chapman which estimated that total sales for Cardio- 
dynamics in calendar year 1973 would be $7.5 million. 

The release failed to state that Cardiodynamics had no ob- 
jective data available from which to make the estimate, that 
no similar device had ever been introduced into the market, 
and that no studies had been made or commissioned by 
Cardiodynamics to ascertain an objective estimate of 
market penetration by the VIDA. Further, the release 
failed to state that the available cash reserves, the existing 
production and testing facilities, and the limited marketing 
and distribution system then established were not sufficient 
to support the estimated level of sales and that difficulties 
were being encountered in the production of the recorder, 
an integral part of the VIDA system. 


The complaint further alleges that Chapman and Gofman, 
while possessing knowledge that Cardiodynamics had 
recorded sales of the VIDA of only $14,000 during the per- 
iod from January 1, 1973 to March 31, 1973, engaged in a 
series of sales of the shares of Cardiodynamics stock, prior 
to the public announcement on May 16, 1973 of the 
adverse sales performance. 





Litigation Release No. 6179/December 27, 1973 


SEC v. IMC INTERNATIONAL, INC. 
(N.D. TEX.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, today 
announced that on December 20, 1973 Federal District 
Judge William M. Taylor, Jr. at Dallas, Texas issued an 

order permanently enjoining IMC International, Inc., 

Dallas, and Samuel C. Evans, Louisville, Tennessee, 

formerly of Denton, Texas, from further violations of the 
reporting provisions of the Securities Exchange Act of 1934. 


The order specifically prohibits IMC International, Inc. 

from failing to file timely and accurate annual, quarterly 
and periodic reports and documents with the Commission 

in contravention of the corporate reporting requirements 

of the federal securities laws. The order also prohibits Evans 
from failing to file timely and accurate reports and state- 
ments of beneficial ownership in contravention of the share- 
holder reporting requirements of the federal securities laws. 


For further information, see Litigation Release No. 5496. 





Litigation Release No. 6180/December 27, 1973 
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SEC v. ROBERT L. ARATA, Individually and d/b/a Arata 
& Company (N.D. TEX.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, today 
announced the filing of a civil injunctive complaint on De- 
cember 21, 1973 in Federal District Court at Dallas, Texas 
against Robert L. Arata, individually and d/b/a Arata & 
Company, Garland, Texas, and James W. Trautwein, Dallas, 
Texas, charging violations of the securities registration and 
anti-fraud provisions of the securities laws in the offer and 
sale of profit sharing agreements and investment contracts 
issued by Arata and Arata & Company. The Commission 
also requested the appointment of a receiver for Arata and 
Arata & Company. 





The Commission’s complaint alleges that Arata, Arata & 
Company and Trautwein, caused hundreds of persons to 
invest moneys with Arata and Arata & Company in profit 
sharing agreements and investment contracts, said moneys | 
to be used to seculate in the commodities markets. Arata 
and Arata & Company then provided investors with false } 
reports of hugh profits made in commodities speculation, 
causing previous investors and new investors to continue to | 
furnish large sums of money to Arata and Arata & Company | 
to be used in commodities speculation. The complaint fur- | 
ther alleges that, in fact, Arata and Arata & Company were 
unsuccessful in speculation in the commodities markets and 
that withdrawals paid to investors purportedly representing 
commodity speculation profits came from moneys obtained 
from new investors. 





Litigation Release No. 6181/December 27, 1973 


U.S. v. CARL MARTIN BRANDENFELS. 
ROBERT V. GNAPP AND KENNETH H. GROVE 
(W.D. Wn.) 


Stan Pitkin, United States Attorney for the Western District } 
of Washington and Jack H. Bookey, Administrator of the 
Seattle Regional Office, announced that on December 18, 
1973, Kenneth H. Grove, former president of Northwest 
Guaranty Savings and Loan Association of Seattle, Wash- 
ington, entered a plea of guilty to one (1) count of falsely 
making a certificate of deposit purporting to be an obli- 
gation of the Association and causing it to be transportedin | 
interstate commerce to San Francisco, California, in vio- 
lation of Title 18 U. S. C. Section 2314. Sentencing has 
been set for January 17, 1974. 


The twenty (20) count indictment charged that Grove, Carl 
Martin Brandenfels, Robert V. Gnapp, and James R. Worn- 
staff, named as a co-conspirator, but not as a defendant, u-  } 
tilized assets of the Association to purchase the controlling 
stock of the Association for Grove, and to finance various 
sub-standard real estate ventures and developments of Bran- 
denfels, Gnapp and Wornstaff. 





Grove fled to Brazil in May 1971 with $400,000 of the 
Association’s assets. $187,000 was received by the Federal 
Savings and Loan Insurance Corporation and Grove was 
extradited from Brazil in October 1973. 
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Brandenfels, after a four week trial, was convicted on one 
(1) count of conspiracy and seven (7) counts of aiding and 
abetting the embezzlement of assets of Northwest Guaranty. 
He was sentenced to five (5) years in Federal prison. Com- 
mittment has been stayed pending his appeal. 


Gnapp pled guilty to one (1) count of falsely making a 
certificate of deposit purported to be an obligation of 
Northwest Guaranty and received a sentence of three (3) 
years in Federal prison. 





For further details, see Litigation Release Nos. 5561, 5982, 
5993 and 6039. 





Litigation Release No. 6182/December 27, 1973 
S.E.C. v. Raywood Placers, Ltd., et al (E.D. Wash.) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office of the Securities and Exchange Commission, 
announced the filing of a complaint on December 19, 1973, 
in the United States District Court for the Eastern District 

} of Washington, seeking to enjoin Raywood Placers, Ltd., a 
Canadian corporation; Passport Mines, Ltd., a Canadian cor- 
poration; West-Mont Oil, Inc., a Washington corporation; 
First Western Securities, a Washington broker-dealer firm 
with branches in Spokane and Seattle, Washington; Canarim 
Investment Corporation, Ltd., a Canadian broker-dealer 
firm; Ray G. Bohn, Josephine C. Priano, William Lasswell, 
Jr., all residents of the Spokane area; lvan Todd and Marvin 
Judd, residents of Vancouver, British Columbia; Albert P. 
Waggoner, a Cut Bank, Montana resident; and J. Warren 
Desmond, a Seattle resident, from offering for sale and 
selling securities in the form of limited partnership interests 
and common stock of Raywood Placers, Ltd., West-Mont 
Oil, Inc. and Passport Mines, Ltd., in violation of Sections 
5(a) and (c) and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 

} and Rule 10b-5 thereunder. 


| 


| The complaint alleges that the defendants have offered and 
sold unregistered securities of Raywood Placers, Ltd., Pass- 
port Mines, Ltd., and West-Mont Oil, Inc. The complaint 
also alleges individual defendants have made and are making 
false and misleading statements concerning the use of the 

\ funds, the expected return on the investors’ funds, filing 
with the Securities and Exchange Commission, and market 

| predictions in connection with the offers and sale of such 
securities. 


Ahearing on the motion for a preliminary and permanent 
injunction has been set for January 14, 1974 in Spokane. 





| Litigation Release No. 6183/December 27, 1973 
U.S. v. SEYMOUR POLLACK, et al., (D. DC) 
Harold Titus, United States Attorney for the District of 


Columbia, Donald J. Stocking, Administrator of the Denver 
Regional Office and William Moran, Administrator of the 











New York Regional Office of the Securities and Exchange 
Commission, announced today that a federal jury in Wash- 
ington, D. C. (United States District Court for the District 
of Columbia), after a four-week trial, on December 17, 1973, 
found defendants Seymour Pollack, now a resident of New 
Jersey, but formerly a resident of the District of Columbia; 
Paul Sachs, an attorney practicing law in the District of 
Columbia; and William Cudd, a resident of the Los Angeles, 
California area, guilty of mail fraud, wire fraud and the sale 
of unregistered securities of Control Metals Corporation, a 
Utah corporation, with its principal offices in Phoenix, 
Arizona. Defendant Pollack was convicted on 13 counts; 
defendant Cudd on 6 counts; and defendant Sachs on all 

16 counts of the indictment. The trial was before Hon. 
Oliver Gasch. Prior to trial, defendant Harold Rothman, 
presently a resident of Queens, New York, and formerly a 
resident of the District of Columbia, plead guilty to one 
count of the indictment charging him with the sale of un- 
registered securities, and defendant Stanley Kaiser, an 
attorney practicing law in the District of Columbia, entered 
a plea of guilty to an information charging him with vio- 
lating Rule 10b-5 under the Securities Exchange Act. 


The investigation leading to the referral of this case for 
criminal prosecution was conducted by staff members of 
both the Denver Regional Office and the New York Region- 
al Office. The case was tried by Robert Ogren of the Fraud 
Section, United States Attorney’s Office for the District of 
Columbia, and Richard Kibby of the Fraud Section, Depart- 
ment of Justice. 


For further information see Litigation Release No. 5951. 





Litigation Release No. 6184/December 27, 1973 


‘SEC v. ANDREW MACDONALD (LONDON) LTD., et al. 


(D.C. Civil Action No. 2207-703) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, today 
announced that on December 20, 1973, the Commission 
filed a Complaint for a Preliminary and Permanent Injunc- 
tion naming the following ten defendants and seeking to 
enjoin them from further violations of the securities regis- 
tration provisions of the Securities Act of 1933 and the 
anti-fraud provisions of the Securities Act and of the Securi- 
ties Exchange Act of 1934 in connection with the offer and 
sale of certain securities: 


Andrew MacDonald (London) Ltd., London W1Y 7PA Eng- 
land 

Block, Grey & Block, Ltd., Glasgow G3 7RW Scotland 
Douglas Hamilton & Co. (Glasgow) Ltd., Glasgow G3 7RW 
Scotland 

Burn, Stewart & Co. Ltd., London W1M 5GA England 
Burn, Stewart (Marylebone) Ltd., London W1M 5GA Eng- 
land 

Marban, Inc., d/b/a The Scotch Exchange, King of Prussia, 
Pennsylvania 

Mark L. Myers, Malvern, Pennsylvania 

Bryan O’Hara, Glen Head, New York 

Samuel B. Kogen Associates, Ltd., Elkins Park, Pennsylvania 
Samuel B. Kogen, Elkins Park, Pennsylvania 


SEC DOCKET/325 





The Complaint describes the securities as investment con- 
tracts and instruments commonly known as securities in 
the form of investments in Scotch whiskey. The Complaint 
further alleges that in the sale of these investments in 
Scotch whiskey, the defendants made untrue statements of 
material facts and omitted to state material facts necessary 
to make the statements made not misleading to purchasers 
and prospective purchasers of said securities. Among the 
untrue statements that it is alleged the defendants made 
were statements that an annual rate of return of 20 to 25 
percent will be provided if the Scotch whiskey were held 

by an investor for a period of approximately four years and 
that the investment is safe. Included among the material 
omissions were: the risks involved in market fluctuations 
for Scotch whiskey; the amount of commissions retained; 
the source or basis for market price quotations for pro- 
jections made by defendants; that the projections of invest- 
ment profits do not take into account commissions and/or 
mark-ups; the variance between defendants price quotations 
and the actual market price for Scotch whiskey; that a past 
increase in price of Scotch whiskey does not necessarily 
indicate a future price increase; and the difficulty of re- 
course by an investor against any defendant located out- 
side the United States. 





Litigation Release No. 6185/December 28, 1973 


SEC v. NORTH AMERICAN TRADING CO., (D. Ill. 
(Civil Action No. 73C 2901) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on November 19, 1973, The Honorable 
Frank J. McGarr, U. S. District Judge for the Northern 
District of Illinois, Chicago, entered a Final Judgment of 
Permanent Injunction permanently enjoining North Ameri- 
can Trading Co., of Des Plaines, Illinois, and L. M. DiFonzo 
a/k/a Luigi DiFonzo, Louis DiFonzo, and Lou DiFonzo, 
Oakbrook, Illinois, from violating the registration and anti- 
fraud provisions of the Federal securities laws. The De- 
fendants consented to the entry of the Permanent Injunc- 
tion without admitting or denying the allegations of the 
Commission’s Complaint. 


The Commission’s Complaint, which was filed on November 
14, 1973, alleged that the Defendants had been offering and 
selling to public investors an opportunity to participate 
with the Defendants in a common enterprise pursuant to 
which the investor was solicited to entrust his capital to 

the management of the Defendants, who in their sole dis- 
cretion, for a period of not less than six months, would 
employ the investors’ capital to purchase and sell commodi- 
ties futures. The Complaint alleged that under the terms of 
the offering, an investor could withdraw all or any part of 
his capital after six months but the Defendants would 

share to the extent of 10 per cent of the net profits derived 
from their management of the investors’ funds. The Com- 
plaint alleged that the interests (described above) offered 
and sold to investors, and the instruments evidencing those 
interests are securities, namely: certificates of interest or 
Participation in a profit-sharing agreement, investment 
contracts and interests or instruments commonly known as 
securities. 
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The Complaint also alleged that in the offer and sale of the 
above securities, the Defendants made material misstate- 
ments and omitted to state material facts to purchasers and 
prospective purchasers concerning, but not limited to: 1) 
Seats or memberships held by DiFonzo on the Mid-America 
Commodity Exchange and the “Winnepeg Exchange”, 2) 
The Defendant, DiFonzo’s business successes and personal 
wealth, 3) An expected profit to the investor of between 30 
to 50 percent each six months, and 4) The financial con- 
dition of the Defendant North American Trading Co. 










Litigation Release No. 6186/December 27, 1973 


The Securities and Exchange Commission announced the 
filing of a complaint in the United States District Court for 
the Southern District of New York on December 27, 1973 
to enjoin Occidental Petroleum Corporation and Armand 
Hammer, Chairman of the Board and Chief Executive 
Officer of Occidental, from engaging in further violations of 
Section 5(b) of the Securities Act of 1933 (a registration pro- 
vision) and Section 17(a) of the Securities Act of 1933 (an 
anti-fraud provision) and Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder (anti- 
fraud provisions). 





The Commission’s complaint alleges that the defendants 
omitted and misrepresented material facts relating to Oc- 
cidental’s tanker fleet operations in the offer, purchase, or 
sale of the common stock and other securities of Occidental, 
including a $125 million offering of convertible debentures 
offered and sold pursuant to a registration statement filed 
with the Commission and declared effective on June 16, 
1971 and a secondary offering of 1,553,277 shares of 
common stock offered and sold pursuant to a registration 
statement filed with the Commission and declared effective 
on July 29, 1971. The complaint also alleges that the 
defendants omitted or misrepresented material facts re- | 
lating to tanker fleet operations in certain press releases is- 
sued by Occidental in the fall of 1971 and in Occidental’s 
1970 annual report to shareholders. 


In essence the complaint alleges that in its June 16 and 
July 29 registration statements Occidental failed to disclose 
that in 1970 and early 1971 Occidental had trebled its 
tanker fleet to insure that Occidental would have adequate 
tanker tonnage to transport crude oil from the Persian Gulf 
to Occidental’s European facilities should Libya take over 
Occidental’s crude oil production operations in Libya and 
failed to disclose that if a March 1971 agreement between 
Libya and Occidental should endure for the full five years 
that the agreement was to cover, the company then would 
have had approximately three times the tanker tonnage 
necessary to meet its own oil transportation requirements. 
It was further alleged that the registration statement were 
deficient in not disclosing that the excess portion of Occi- | 
dental’s tanker fleet would be subject to the fluctuations of 
the tanker charter relet market and that defendant Occiden- | 
tal was taking every opportunity to relet its excess tonnage. 
It was further alleged that the registration statements did not 
disclose that then current charter rates were substantially be 
low the average cost of the company’s fleet; that as of the 
date of the July statement Occidental was experiencing sub 
stantial losses on its tanker operations; and that, as a result 
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of a substantial difference between the average cost of Oc- 
cidental’s tanker fleet and the then current rates, Occiden- 
tal had as of the date of the June 16 registration statement 
an exposure to losses and faced a potential writedown of 
approximately $70 million on its tanker lease commitments, 
and had an exposure to losses and faced a potential write- 
down of approximately $250 million on its tanker lease 
commitments as of the date of the July 29 statement. 


The complaint also alleged that the registration statements 
contained misrepresentations with regard to income from 
tanker operations. 


The alleged misrepresentations in the 1970 annual report to 
shareholders and in the fall 1971 press releases also relate 

to the reasons for the increase in Occidental’s tanker fleet 
and the failure to disclose the exposure to losses and the 
potential for the writedown as a result of a decline in tanker 
charter rates. 





Litigation Release No. 6187/December 27, 1973 


The Securities and Exchange Commission and the Justice 
Department announced that five persons were indicted by 
afederal grand jury in Las Vegas, Nevada, today on charges 
of stock manipulation and conspiracy in connection with 

the acquisition of Air West Airlines in 1969 by the old 
Hughes Tool Company, now known as Summa Corporation. 


Indicted were: 


1. Howard R. Hughes, the sole shareholder of Summa 
Corporation; 


hr 


. Robert Maheu, former chief executive officer of 
Hughes-Nevada Operations of Summa Corporation; 


w 


. Chester C. Davis, chief legal counsel for Summa 
Corporation; 


. David B. Charnay, a business associate of Hughes who 
is president of Four Star International, a TV and 
movie production firm; and 


o 


. James H. Nall, in charge of land acquisition for Hughes- 
Navada Operations. 


Named as unindicted co-conspirators were Herman “Hank” 
Greenspun, owner and editor of the Las Vegas Sun, and 
George Crockett, an associate of Hughes. 


The indictment charged a conspiracy among the defendants 
and co-conspirators between June, 1968, and January, 

1969, to depress the market price of Air West stock. Ac- 
cording to the indictment Charnay, Greenspun and Crockett 
sold a total of 46,000 shares of Air West stock over a two- 
day period in December, 1968, and Hughes, Maheu and 

Davis caused the filing of law suits against directors of Air 


West who voted against selling the airline to Hughes Tool 
Company. 





According to the indictment the defendants used the suits 
to pressure Air West directors who opposed Hughes into 


changing their votes. 


Hughes was accused of directing Maheu and Davis -- by 
handwritten memoranda and verbal communications -- to 
institute the suits and to unlawfully manipulate the market 
price of Air West stock to make Hughes’ offer appear more 
attractive. 


The indictment was the result of an investigation conducted 
by the Securities and Exchange Commission and the office 
of the U.S. Attorney in Las Vegas, DeVoe Heaton. 
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